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The Purpose of the Thesis 
At the present time, nearly everyone is aware of the 
problems faced by the Massachusetts Division of Employment 
Security. Espeeially aware of· its existence and its problems 
were the ?13,000 persons who filed claims for unemployment 
benefits for the fiscal year, 1948-1949. Yet surprisingly, few 
persons are aware of how the agency operates and what the 
purposes of its law are. 
Little has been written about the functions of the 
agency and most of what has been written deals only with 
specific facets of unemployment compensation administration. 
Very few works give a comprehensive picture of the administra-
tive and soc~ological problems faced by the agency.· 
The author, therefore, has two purposes in choosing un-
employment aompensation as a subject for his thesis. First, 
the subject is of paramount interest at the present time. 
Second, the subject has been largely unexplored. 
This thesis is written in defense of the Massachusetts 
unemployment compensation system. The system admittedly appears 
~· in a v,ery poor light today. The financial condition of the 
unemployment benefit fund is particularly embarrassing. Howeve~ 
too much emphasis has been placed on the shortcomings rather 
i. 
than the beneficial aspects of the system. A primary purpose 
of this paper, therefore, is to accentuate these beneficial 
features. However, to say that Massachusetts has evolved a 
perfect program would be fallacious; it is not the purpose of 
the paper to ignore the sometimes glaring deficiencies but 
merely to return them to their place within the whole picture. 
The Methods and Scope of the Thesis 
The paper will deal with only one of the two functions 
of the Division of Employment Security, that of collecting funds 
and dispersing them in the form of unemployment benefits. Space 
does not permit any appreciable discussion of the operations of 
the State employment services. 
The thesis will consist of four principle parts. The 
first of these will include a discussion of the early history 
of unemployment compensation both in Europe and the United 
States. Federal action leading up to the passage of the Social 
,Security Act will be stressed. It will be necessary then to 
explain the unique federal-state relationship resultant of the 
Social Security Act~ Unemployment compensation in Massachusetts 
will also·be examined in relation to the State law Chapter 151A. 
A brief discussion of the constitutionality of the Massachusetts 
law will close the chapter. 
The next chapter will consist of an exposition of the 
administrative machinery of the Division of Employment Security. 
In defense of the agency's administrative efficiency, its 
ii. 
e· 
conformity with various accepted principles of sound public 
administration will be pointed out. The author, rather than 
choosing the principles of any one authority, has chosen rather 
to use the salient features of systems advocated by a somewhat 
heterogeneous group of writers on the subject. .Among:.thes~ are 
W. F. Willoughby, J. M. Pfiffner and Luther Gulick. 1 Some of 
the features that the author feels should be applicable to runy 
J 
sound administrative system are those of integrated command, 
coordination, and control, proper allocation of line and staff 
functions, and a generous use of auxiliary and research 
agencies. 
The third part of the thesis will deal with the financing 
methods in use in Massachusetts. In order to draw any conclu-
sions, the author has been forced to compare this state to 
others. A short discussion of the flexible tax known as 
nexperiencett or merit rating will also be included. 
The fourt~ part will consist of an investigation of the 
sociological ramifications of the whole system of unemployment 
' 
compensation in Massachusetts. This will entail examining the 
extent of coverage, conditions governing eligibility, and the 
liberality of benefits. The position taken by the author will 
be that in a sociological sense, Massachusetts has one of the 
most liberal structures in the country. The reasons for t.his 
~ stand will be on a basis of comparison with the structures in 
lLuther Gulick's standards will be eEpecially emphasized. 
iii. 
,. 
iv. 
the other fifty unemployment compensation jurisdictions as 
well as in comparison with the provisions in the Federal Social 
- Security Act. \__) 
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CHAPTER I 
TEE BACKGROUND OF UNEMPLOYMENT COMPENSATION 
Early European Experiments 
Unemployment insurance is not a very new concept; 
neither has it been confined to the United States. Like most 
liberal innovations, it had its beginnings in 19th century 
Europe. 
The later eighteen-hundreds found many European cities 
troubled with the problem of excessive.industrial unemployment. 
At that time, many of the trade unions had developed private 
unemployment insurance plans. Recognizing the worth of these 
plans, a great many European cities adopted plans of their own. 
Chief among these municipalities were Berne, Geneva, Cologne, 
Leipsig, and Venice. 1 These original municipal plans were, 
however, foredoomed to failure. Coverage proved to be too 
narrow, the geographical areas to be included in the plans were· 
too small •. As a result, it was impossible to. accumulate reserve 
funds and at·times the funds were completely exhausted because 
almost all the insurees were drawing benefits. 2 
lc. Albert McCarthy, '"History and Background of Social 
Security and Unemployment Compensationn, Background and Develop-
ment of the Em~loyment Security Program, Division of Unemploy-
ment CompensatJ.on, Commonwealth of Massachusetts, 1940, p. 14. 
2Ibid., p. 15. 
I I 
\.-1 
The Ghent Plan 
One city, however, proved to be much more successful in 
insuring its workers. The success of the Ghent Plan, adopted 
in 1902, was due principally to the fact that it assisted and 
encouraged trade union plans instead of competing with them. 
All funds were built up through contributions from the govern-
ment and the insurees. Employers did not contribute to the 
plan. 3 
In the long run, however, the Ghent Plan and its fore-
runners proved to be insufficient. The proportion of the in-
dustrial population usually ranged from only eight to thirty 
percent. 4 Benefits were insufficient and the solvency of the 
funds depended mainly on the magnanimity of the government. 
The limited funds were rapidly depleted in any period of wide-
spread unemployment. 
Th~se early schemes were of value chiefly because of two 
outstanding reasons. First, they demonstrated that unemploy-
ment insurance plans were feasible. It was appare~t that they 
had lessened considerably the impact of unemployment. Second, 
they tended to emphasize that voluntary insurance programs were 
wholly inadequate. Because these programs were voluntary, only 
those workers whose jobs were insecure participated in them. 
Those in fairly stable work preferred to stay out. The plans 
lMcCarthy, Ibid., p. 15. 
2Ibid., p. 16. 
- II --
2 
thus violated several sound insurance principles. They could 
be likened to a life insurance company whose clientele was 
limited to cancer victims. 
Great Britain and Compulsory Insurance 
Britai~'s unemployment insurance plan is of chief in-
terest because it is, in some respects, the basis of our own 
system. It was, at its inception in 1911, financed by compul-
sory contributions by both employers and employees and by 
additional grants from the government and this method of financ-
ing is still in use. It has been liberalized considerably since 
its conception and its benefit provision~ are now very similar 
to our own in Massachusetts. It has proven through its 39 years 
of existence that it is both necessary and beneficial and actu-
arially sound. Its chief interest to tbe student is that it is 
the first plan ever evolved of a compulsory nature. 5 
Of particular interest is a feature of the law adopted 
temporarily in 1919. This was the so-called ndolen. The un-
savory if unfair reputation of this device has been widely used 
to justify the arguments of opponents of unemployment compensa-
tion. Actually there was no justification for the condemnation 
of the "dole·~. It was merely a device to provide funds for 
jobless veterans just demobilized. Since these veterans had no 
recent job experience they were ineligible for regular unemploy-
ment benefits. They were, therefore, aided through special 
5Ibid., pp. 16-21. 
3 
.. 
legislative grants which were paid through the British employ-
ment offices or ulabor exchanges", Because the regular unem-
ployment benefits were also paid through these exchanges, many 
erroneously assumed that the British unemployment system had 
become nothing more than a system of public relief. The u. s. 
servicemen's Readjustment Act of 1944 was patterned exactly 
after the ffdoleff. 
Early Action in the United States 
Most of the early action toward establishment of un-
employment insurance systems in tbe United States were of a 
private and voluntary nature. They were developed chiefly 
through the initiative of trade union groups. The first of 
these were established by the Amalgamated Society of Engineers 
in 1860 and by the Amalgamated Society of Carpenters and ~oiners 
in 1867. By 1934 forty-one unions had insurance plans in 
operation. 6 
The depressions of 1914-1915 and 1920-1922 also prompted 
company action. The Dennison Manufacturing Company adopted such 
a plan in 1916. By 1934, 38 companies had employee insurance 
plans in operation. 7 
These programs, like those in Europe, proved .to be 
entirely inadequate, and it was soon apparent that the only 
6Bryce M. Stewart, Plannin~ and Administration of Un-
employment Compensation in the Un ted States. Industrial 
Relations Counselors, Incorporated, 1938, P•. 22. 
7 Ibid., p. 23. 
4 
solution lay in some type of federal or state aetion. 
Federal Action 
The early depressions of the Twentieth Century served as 
an incentive toward some tYPe of federal'action. As early as 
1916 Representative London of New York introduaed a resolution 
calling for a commission to investigate unemployment and to 
recommend some system of unemployment compensation.8 This, and 
other resolutions were defeated chiefly through the efforts of 
The American Federation of Labor led by Samuel Gompers. 
Nevertheless, this new concept continued to grow. It 
stressed the accumulation of funds during prosperous periods so 
that aid could oe given the unemployed in times of depression. 
There was a dual purpose to this new concept. The purpose of 
the new plan was to pay benefits as a matter of right for a 
limited period of time and to maintain purchasing power during 
periods of depression. 
H. R. 12205 was introduced in the House of Representa-
tives by Representative Victor Berger, Socialist from Wisconsin, 
in 1928. Although it failed of passage, its provisions are 
worth noting. It would have provided for benefit payments 
totaling 50 percent of the average weekly wage for a period not 
exceeding six months for all covered employees over eighteen 
years of age. It was to have been financed by employer and 
8 Loc. cit. 
5 
employee contributions and by. federal grants. 9 
In 1928 a resolution was also introduced which resulted 
in an investigation of the problem by the Senate Labor Com-
mittee. The Committee reported that any federal action at that 
time was not called for and recommended the adoption by industry 
of voluntary plans.lO 
The final adoption of a system of unemployment insurance 
was due, in no small respect, to the efforts of Senator Robert 
F. Wagner of New York, in 1931. He was responsible for another 
investigation of the unemployment question. Nothing resulted 
from this investigation.ll In 1933, he introduced another bill 
s. J. Resolution 26 by the terms of which an employer who was 
sub j,ect to a state unemployment insurance law could deduct 30 
percent of his tax contributions under that state law from his 
federal income tax. Senator Wagner also introduced, im the same 
year, s. 1943 which sought to build up an unemployment fund in 
the District of Columbia. . 12 Both of these two efforts failed. 
In February of 1934 Senator Wagner and Representative 
David J. Lewis sponsored a plan which would stimulate the 
adoption of state unemployment compensation laws. The two bills 
9Loc. cit. 
--
lOJohn F. Dever, "Development of Federal and State Un-
employment Compensation Legislation,n Background and Develo~ment 
... of the. Emlloyment Security Profiaam, Division of Unemploym.en . 
Compensat on, Commonwealth of ssachusetts, 1940, p. 40. 
11~ cit. 
12stewart, ££• cit., p. 23. 
-
6 
II 
which were introduced, S. 2616, and H. R. 7659 would have im-
posed a 5 percent federal payroll tax on most employers employ~' 
ing ten or more. The bills further provided that these 
employers could deduct from their federal tax that amount whic.l: 
they contributed to a federally approved state unemployment 
compensation system. The measure was not reported out of 
committee, the reasons being given that a further study of con-
ditions was required and that the time was llllot ripe for federal 
social security legislation. 13 However, action was soon 
forthcoming. 
The Committee on Economic Securitl 
On ~une 28, 1934, President Roosevelt created the 
Committee on Economic Security, the purpose of which was "'to 
study problems relating to economic security and report to the 
President ••• its recommendations concerning proposals which, in 
its judgment, will promote greater economic security. nll.l: 
The Committee consisted of two groups. One was composed 
of the Secretary of Labor, the Secretary of the Treasury, the 
Secretary of Agriculture and the Administrator of the F.E.R.A. 
Later, an advisory sub-committee was set up which was composed 
of representatives of Labor, Industry, and the general public~5 
13Ibid., p. 24. 
14never, ~· cit., p. 40 (out of context of Executive 
Order 5157 sett1ng up the Committee). 
l5Ib.d 
__1:._·' p. 41. 
7 
A basic conflict arose within the Committee as to what 
type of unemployment compensation system should be recommended. 
Three main types were considered: 
(1) A Federal unemployment compensation system. 
{2) A Federal-State sy·stem, with the Federal Government 
collecting all taxes, but allowing the states to 
administer the law, with grants for both the payment 
of benefits and administration. 
(3) A Federal-State system under which the Federal 
Government would provide grants for administration, 
but the states would collect the tax and administer 
the law.l6 
The issue was finally resolved and the Committee recom-
mended that the government take action along the lines provided 
by the third alternative (above). The Committee stated: 
The plan for unemployment compensation that we 
suggest contemplates that the States shall have broad 
freedom to set up the type of unemployment compensation 
they wish. We believe that all matters in which un-
iformity is not absolutely essential should be left to 
the States. The Federal Government, however, should 
assist the States in setting up their administrations 17 and in the solution of the problems they will encounter. 
The Social Security Act 
After the release of the Committee's report, Senator 
Wagner introduced a new measure, S. 1130. This measure which 
followed the Committee's recommendations closely was 
16Loc. cit., the pros and cons of these three alternative 
methods are-outlined by Dever, pp. 41-44. 
e 17Ibid., p. 48. (From Committee on Economic Security, 
Report to~ President, u.s. Government Printing Office, 1935.) 
Dever gives the complete te::x:t of the Committee's report where 
it is pertinent to unemployment aompensation, pp. 44-48. 
8 
subsequently passed, with minor amendments, in August, 1935 
under the title of the Social Security Act. 
Only two of the eleven titles of the Act pertain to the 
establishment of unemployment insurance systems. The Act did 
not establish a unifor.m national system of unemployment compen-
sation. It did, however, indirectly establish a national 
system of unemployment ~ompensation laws administered under a 
Federal-State cooperative scheme. 
The Act had three basic results: 
1. It established a central agency known as the Bureau 
of Employment Security to advise, assist and exer~ise a certain 
amount of control over the administrations of the several 
states. 18 
2. Through Title III of the Act it p~ovided for grants 
to the several states to defray the costs involved in the admin-
istration of their own unemployment insurance systems. 
3. Title IX of the Act made it impossible, in theory at 
least, for the employer in the state without an unemployment 
18The Bureau of Employment Security and its adjunct, the 
Advisory Council to the Bureau of Employment Security, has been 
rather a difficult agency to keep track of. It was originally 
a subordinate to the Social Security Board, charged under the 
Act with almost all the Federal administrative functions con-
nected with the Act. The Social Security Board was later made 
subordinate to the war-created Federal Security Agency. In 
August, 1949, due to the suggestions embodied in the Hoover 
Reorganization Report, the Bureau of Employment Security was 
transferred from the Social Security Board to the United States 
Department of Labor. Robert Goodwin is the present head of 
the Bureau. 
insurance system to have a~competitive advantage over the 
employer in the state with such a system. 
Let us take each of the above three points in turn. 
First, the Act was to provide for a Federal-State cooperative 
system. This entailed setting up some central federalized 
direction. The Act provided that this Federal direction should 
come from the Bureau of Employment Security of the Social 
Security Board, 19 with additional Federal control being 
exercised through the U. s. Treasury Department and the Bureau 
of Internal Revenue. How these three agencies have regulated 
the various states will become evident in the discussions of 
' 
Titles III and IX of the Act which follow. 
1. Title III· of the Social Security Act 
Title :EI was simply an inducement by tbe Federal Govern-
ment for the states to set up their own unemployment insurance 
systems. Under its provisions, Federal grants would be made 
yearly to such states to cover the administrative costs of 
their systems.20 The amount granted to each state is determined 
by: 
l9The Bureau of Employment Security was not mentioned 
directly in the Social Security Act. Only the Social Security 
Board was specifically set up (Title VII). However, the 
Bureau was set up by the Board under the provisions of Title 
VII, Sec. 702. Since the Bureau is now in the Department of 
Labor, the iBoard no longer has jurisdiction over the Unemploy-41t ment Compensation features of the Act. 
20social Security Act, Title III, Sec. 301. 
10 
e. 
(a) The population of the state. 
(b) An estimate of the number of persons covered by 
the state law and the cost of proper administra-
tion of the law. 
(c) SUch other factors as are found relevant. 21 
Before any grants are made to a state, the Bureau of 
Employment Security must certify that the state meets the 
following qualifications. 
1. Such methods as are found ••• to be reasonably cal-
culated to insure full payment of unemployment 
compensation •.• (are used). 
2. Payment (is made) solely through public employment 
offices or. other such agencies (as may be approved). 
3. Opportunity (is given) .for a fair hearing, before 
an impartial tribunal, for all individuals whose 
claims for unemployment compensation are denied.~. 
4. Payment (is made) of money received in the unem-
ployment fund of each state ••• to the Secretary of 
the Treasury to the credit of tbe unemployment 
trust fund established by se,ction 904 •.• 
5. Expenditure of all money (is made) in the payment 
of unemployment compensation ••• 
6. (Reports are made) ••• as (may be) from time to time 
required ••• 
7. The name, address, (etc.) of each recipient of unem-
ployment compensation and a statement of such recip-
ient's rights to further compensation {are made 
available) upon request to any agency of the United 
States charged with the administration of public 
works or assistance through public employment.22 
2lsocial Security Act, Title III, Sec. 301. 
22social Security Act, Title III Sec. 303 (a) {1-7}. Sec. 
303 (a) (1) also provides that the Federal Government will not 
interfere with the "selection, tenure of office, and compensa-
tion" of the states' employees. The Federal Government has thus 
agreed to grant emoluments to those engaged in tbe administratio~ 
of st~te ~~~mnloY.ment compensation in accordance with each s~a~e s wa~e sca~e. 
11 
If the state fails to meet any of the above conditions 
its grants for administrative purposes are cut off. It is easy 
to see that through Title III, the Federal Government has 
actually set up national standards. 
2. Title IX of the Social Security Act 
Title IX is the section of the Act .which imposes a 
federal tax on most employers. It has been incorporated into 
the u.s. Internal Revenue Code and is now known as the Federal 
Unemployment Tax Act. The Federal tax on em;ployers is thus 
administered by the Bureau of Internal Revenue. 
The real purpose of Title IX, however, was to provide an 
additional incentive for the states to set up their own unem-
ployment insurance· systems. This was accomplished by means of 
a tax-offset device. This device provided that any employer 
who is subject to a state unemployment compensation law may 
deduct from his federal tax, any amount paid under the state 
-
law into the state unemployment compensation fund up to 90 
percent of the amount of the Federal tax. 23 The purpose of the 
device, in addition, was to remove any competitive advantages 
. I 
between states by making all employers, subject to the Act, 24 
pay an equal 3 percent tax whether they were subject to a state 
U. C. tax or not. 
23Internal Revenue Code •. Subchapter C, Sec. 1601, 1602. 
(Federal Unemplo~ent Tax Act). 
24vlhich employers are subject to the Federal Tax will be 
discussed in Chapter IV. 
12 
• 
However, before an employer could obtain a credit 
against the Federal tax, it was necessary for his state's unem-
ployment insurance system to be approved by the Federal Govern-
ment. The Title thus allowed the imposition of more national 
standards. Under Title IX, six basic conditions had to be 
satisfied before approval of the state's system: 25 
1. Payment must be made through employment office or 
other approved agencies. This condition was imposed in order 
to unify U. c. with job placement. 
2. No compensation could be paid for two years after 
tax contributions had begun. This clause was to insure tbe 
building up of an unemployment fund. 
3. All money received by the state .was to be turned oveJ 
to the Secretary of the Treasury and marked to that state's 
credit. 26 The main effect of this stipulation was to insure 
investment economies and to protect the fund of each state. 
4. All money when reclaimed from the Secretary of the 
Treasury was to be used exclusively to pay unemployment bene-
fits. This condition e~fectively prevented diversion of the 
fund's money into other state channels. 
5. The state could not deny benefits to individuals who 
refused to accept employment because the position offered was 
open due to a labor dispute, or if wages and working conditions 
were not standard, or if accepting the position meant joining a 
2~Sub chapter C, Sec. 1603. 
26see also Title IX, Sec. 904. (Unemployment Trust Fund~ 
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company union. These stipulations, of course, were consistent 
with the Federal government's labor policy. 
6. The provisions of the state law must be amenable to 
change. This was to further the possible future liberalization 
of either state or federal standards. 
It is easy to see that both Titles III and IX were very 
effective. The Federal government, without establishing a 
national system, provided the incentive for every state to set 
up a system. The law appeared to hold up the principle of 
"states rights" and, at the same time, assured the national 
government of a maximum of control. By June, 1937 every state 
had enacted an unemployment compensation law. 
Action in Massachusetts 
Little action was taken by either private parties or the 
commonwealth prior to 1935 to establish any unemployment insur-
ance system. A bill was introduced in. 1916 providing for a siate 
system with limited coverage but it failed of passage. Not 
until 1935 was any concrete action to relieve unemployment. At 
that time, · pl1Qmpted by the recommendations 'of tbe Committee on 
Economic Security and by the introduction of the Social Security 
Bills in Congress, the Massachusetts Legislature enacted an 
unemployment compensation law known as Chapter 151A on August 
12, 1935, just five days before the final passage of the Social 
Security Act. It was the fifth state to enact such a law. It 
received the certification of the Federal government on 
14 
February 4, 1936. Vfuile it was limited in its app+icability 
at that time, it has, .. through amendments, since become one of 
the most liberal in the country. 
~he Constitutionality of Chapter 151A 
The constitutionality of the unemployment insurance law 
was early challenged. On November 2, 1936 a bill in equity was 
filed in the State SUpreme Court against the Massachusetts Un-
employment Compensation Commission.~7 The plaintiffs pleaded 
that the courts prevent the Commission from transferring the tax 
contributions they had made to tbe State Treasurer and thence 
to the Secretary of the Treasury. They based their plea on 
five main grounds. 
1 •. The law was an invalid regulation on the ground that 
it interfered with ordinary lawful bus ines·s. 
2. The law is, in effect, the taking of property without 
due process of law. 
3. Freedom of contract was violated. 
4. Protection under the law was not equal. 
5. The Social Security Act was unconstitutional. 
dUStice Rugg ruled all five contentions of the plain-
tiffs invalid. In answer to tbe first contention he argued 
that unemployment was an.evil and the state could, under the 
27Howe Bros. Co. vs. Unemployment Compensation Commis-
sion. George H. Ellis Co. vs. Same. December 30, 1936. 
Massachusetts Supreme Judicial Court. 
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police power, make the cause of the evil (the employer) bear 
the cost of it. The police power was also cited as the answer 
to the second (ground). The third ground, was not even deserv-
ing of discussion, said Rugg, since the plaintiffs wished to 
contract with their employees to assume a large proportion of 
the tax load. The plaintiff's fourth objection was due to the 
fact that some employers were tax exempt. Rugg ruled that the 
state was privileged to classify in its regulations provided 
that such classifications were reasonable and that all persons 
of like circumstances would be treated equally. Since the 
question of the constitutionality of tbe Social Security Act 
was still open, the State Court did not have competence to rule 
on the fifth objection. ·However, the constitutionality of the 
Social Security Act was later upheld in the federal courts. 
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CHAPTER II 
THE PROCESS OF ADMINISTERING THE UNEMPLOYMENT LAW 
The determining of the best method of administration of 
the unemployment compensation law in Massachusetts has been a 
continuing process of trial and error. With virtually no 
initial federal direction, the state was forced to experiment 
with a variety of procedures before arriving at its present 
organization. That the prese:p.t organization is highly efficient 
is thus greatly to its own credit. This high efficiency is due 
almost entirely to the Division's adherence to all accepted 
standards of public administration both procedural and organ-
izational. These standards will be pointed out specifically as 
they pertain to the various elements of the Division's admin-
istration. 
The Division of Employment Security, originally the 
Massachusetts Unemployment Compensation Commission, was estab-
lished as an autonomous adjunct of the Massachusetts Department 
of Labor in 1935.1 It was placed within the Labor Department 
because of the provisions of the Massachusetts Constitution 
limiting the number of State Departments to twenty. Since it 
could not be made a Department, the Division was made part of 
1 . . . Mass. G. L. Chapter 23, Sec. 9I - Sec. 9N. These 
sections establish the Division ann designate it as the body 
empowered to carry out the provisions of Chapter 151A. 
another but not subject to its direction. Under this peculiar 
but constitutionally necessary arrangement the Division has be-
come a huge and complex organization with three central offices 
and thirty-nine local offices. The agency is the largest of 
division size in the state and is larger than many departments. 
In spite of its increasing size, it has retained its record of 
efficiency. 
In order to point out best the workings of the Division, 
this chapter will first examine its controls then the actual 
processes from tax collection to benefit payment and finally 
the staff and auxiliary services employed by the agency. 
The Chief Executors 
The Director 
The Division was formerly under the control of a three 
member commission serving stagge.red four year terms and of non-
partisan composition: The commission was disbanded in 1941 and 
administration by a single director was substituted. It was 
found that the operation of the ·agency could be better directed 
by one man than by several since there was no logical reason for 
the existence of a commission. According to all accepted stan-
dards of public administration, control by a commission is only 
necessary if quasi-judicial or co~sultative functions are inte-
gral to the agency. While both functions were inherent in the 
Division, the former was carried out by the Board of Review and 
the latter by the Advisory Council and Assistant Directors both 
of which will be discussed later. 
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CHART I - ORGANIZATION OF THE DIVISION 
June 30, 1949 
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By making the agency single-headed, a pyramid method of 
control was easily established. All the activities of the 
organization were integrated so that the Director was made re-
sponsible for all its activities. Along with responsibility the 
Director has been able to assume the necessary tools of control. 
These tools are several. First he ~as the power of appointment 
and removal subject to the regulatiol:l.S of the Massachusetts 
Civil Service Commission. Second, he has the power to fix their 
duties and to draw up administrative regulations within the 
bounds of, and in elaboration and clarification of Chapter 151A. 
He also has the power to delegate hi.s authority to his assist-
ants· and control the Division•s administrative finances subject 
to appropriation. In short, he is not a figure head. He is 
able to control effectively every operation within his juris-· 
diction because he can avail himself of every means to carry out 
his responsibility. 
lf.hile the Director has complete control of the adminis-
tration of unemployment compensation, he is not all powerful for 
he himself is subject to control from outside his agency. Firs~ 
he is not only appointed by the Governor and Executive Council, 
but he is also subject to removal by them. He must not engage 
in anypolitical affairs during his five year term of office and 
must be politically and ideologically impartial in his adminis-
~ tration. So that his superiors can maintain a check on condi-
tions within the Division he must make an annual report to· both 
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the Governor and the General Court. 2 In summation it is 
apparent that in the creation of the office of Director, rec-
ognized principles of administrative procedure have been put in-
to operation, for while responsibility has been fixed in tbe 
office, the tools of responsibility are available to the 
Director. 
The Assistant Directors 
The law allows the Director to delegate his authority 
directly to Assistant or Deputy Directors. At the present time, 
there are five such directors. Each is in charge of one of the 
five line and staff services through which the Division operates 
These five services are Benefits, Business management, Execu-
tive, Field administrative, and Employment. By delegating 
authority to the Assistant Directors, the span of control is 
shortened considerably thus allowing more efficient administra-
tion. Besides acting as deputy managers, the Assistant Direct-
ors serve in another capacity. They act as an executive council 
to the Director through which administrative problems can be re-
solved. Although these assistants are very powerful, they re-
main completely with the jurisdiction of the Director. He is 
responsible. for their appointment, directs their administrative 
operation and is at liberty to accept or reject their coun$el. 
The Advisory Council 
4lt The Advisory Council, unlike the Assistant Directors, is 
independent of the Director. 3 It exists for three basic 
2see G.L. Chapter 23, Sec. 9j, 9k. 
3G. L. Chanter 23 Sec. 9N(a) 
21 
purposes. The first of these is to advise the Directora In 
addition, it serves as a check on him, for all his rules and 
regulations pertaining to those subject to Chapter 151A and 
not concerning internal administration are subject to their 
ratification before attaining the force of lawo However, the 
third purpose is the most important. The Council must 
continually investigate the operating efficiency of the Division 
and the adequacy of the Unemployment Compensation law in terms 
of its social utility. Its findings must be made known in a 
biennial report to the General Court together with its 
recommendations for changes. Most of the ch~ges thus far 
brought about have been the result of the Council's findings. 
One of the chief projects undertaken by the Counci.l has been a 
comprehensive study of the merits and demerits of the various 
11 cash-sickness11 plans. 
By its composition, the Council assumes one of the 
advantages of the old Unemployment Compensation Commission.· 
Unemployment insurance is of such a nature that both management 
and labor must have a voice in its administration. Since the 
' Director obviously cannot be a representative of more than one 
group, the Advisory Council is so composed that all groups 
participate in its actionso It is composed of six members 
appointed by the Governor for six years, labor, management and 
the general public being equally represented. 
The Director, the Assistant Directors and the Advisory 
Council are thus all three, the controls of the Division. The 
Director is the apex of the pyramid of authority, his control 
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spreading to his delegated aides, the Assistant Directors. The 
Advisory.Council stands apart, exercising some control over the 
Director and constantly seeking ways to improve both.the law anc 
its internal administration. Throughout all control functions, 
it is interesting to note that several ot' the standards of 
proper administration advanced by Luther Gulick are evident. 4 
Gulick's standards are widely known by the word, POSDCORB·j) each 
letter standing for a desired objective as follows; Planning, 
Organizing, Staffing, Directing, Coordinating, Reporting, 
Budgeting. It is only necessary to point out at this point· that 
Planning, Directing, ·coordinating and Reporting are clearly 
evident in the functions thus ~ar enumerated. Others of 
Gulick's standards will become evident later •. 
The Line Functions of the Division 
Havirig briefly discussed the methods of direction used in 
the Division, let us ne:x:t turn to the primary mechanics involved 
in the administration of the law. · The essential purposes of 
the law are fulfilled through the line functions of the 
Division. All line functions are essentially "purpose"; that 
is every function flows vertically into the ne:x:t until the 
end result is accomplished. Essentially there are two main line 
functions performed both of which are under the control of the 
Assistant Director in charge of Benefits Service. The first 
4Luther Gulick, nNotes on the Theory of Administration" 
in Gulick &. Urwick, Papers on the Science of Administration, 
1937, p. 17. 
23 
function is that of collecting and controlling the money recei~ 
for the purpose of paying unemployment benefits. This will be 
known as the contributions and wage records function.- The 
second controls the actual receiving of claims and the payment 
of unemployment benefits. This function we will call claims 
processing and claims payment. Both of these two basic line 
functions are carried out with the aid of an auxiliary depart-
ment under the control of another assistant director which is 
known as the Administrative Field Service. The Field Service 
does the nleg-work" of the Division, field representatives 
working out of the central offices. How the field service aids 
in line operation will become evident in the discussion of basic 
line functions. 
Contributions and Wage Records 
Five basic steps are ob$erved within the confines of 
contributions and wage records. The whole purpose of the tunc-
~ion is to collect and control the fund which employers 
contribute to the Unemployment Insurance Fund. Only employers 
~re subject to tax contributions. 5 
The first of the five steps is, therefore, to determine 
which employers are subject to the tax, that is, the determina-
~ion of each employer's "status". This entails establishing 
~xistence of employer-employee relationships, services which are 
except from the definitions of employment, and whether 
5see Chapter III below, "Sources of Funds't. 
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individuals are covered by the Massachusetts law. 6 The status 
department, in addition, makes reciprocal arrangements with 
other state unemployment compensation agencies for the coverage 
of mobile or multi-state employers. Each employer's determined 
status is checked and re-checked. The.field service is utilizea 
here to gather facts, examine employer records and to conduct 
interviews to aid in determinations as to whether employers are 
subject to the law. The employer may appeal the decisions of 
the Division regarding his status and in such cases he is 
granted a review conducted. on a departmental level. Determina-
tion of employer tax status is one of the most important 
functions of the Division. As such, every care is taken to 
insure fairness to tpe employer and at the same time to insure 
maximum tax income. 
The next step in the process is the collection of tax 
contributions and reports from employers whose status makes 
them liable. At present there are some 95,000 employers subject 
to the making of contributions and the filing of reports. Each 
employer must file a quarterly report showing the amount of 
wages paid to his employees during the quarter, the amount of 
contributions required measured by a percentage of his payroll, 
the wages paid to each individual employee, employee's name, 
social security number, etc. All contribution receipts must be 
deposited in a clearing account in the name of the State 
Treasury. Deposits to this account a!e subsequently forwarded 
0See Chapter IV below, "Coverage .. " 
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to the Federal Treasury for deposit in the Federal Unemployment 
Insurance fund. Records are maintained of all delinquent 
employers both in the filing ID.:e reports and the payment of 
contributions. All employers who are delinquent in reports and 
contributions are pursued for the filing and payment required 
under the law. Delinquent employers are subject to interest or 
penalty payments for late payment in contributions.? Those are 
deposited in the clearing account.B All reports are audited for 
the purpose of determining their.accuracy. Those which are in-
correct are billed to the employer for their inaccuracies. The 
field service is again utilized here, investigating the reasons 
for late reports and contributions. Their work in this case is 
mostly of an auditing nature. 
A third function of contributions and wage records is the 
maintainance of an account for each employer on which is 
recorded the date of contribution payments, the amount of 
contributions paid, amounts of interest, if any, together with 
any adjustments of the account. Annually, the amounts paid by 
each employer are certified as to date of payment and by whom 
paid to the U9 S. Commiss~oner of Internal Revenue for the 
?see G.L. Chapter 151A. Sections 13-21 for regulations 
~.overning employer contributions, ·delinquency, and penalties 
thereof. · 
8The State has set up two separate accounts. One, the 
Clearing Account, is the one into which all money destined for 
the Federal Unemployment Insurance Fund are recorded. The 
other, the Unemployment Compensation Fund Account is the one in 
~hich all the funds paid to the u. S. Treasury and which are on ~eposit to the credit of Massachusetts are recorded. 
26. 
purpose of establishing the credits to which the employer is 
entitled against the Federal Payroll Tax in accordance with 
Title IX of the Social Security Act. 
The next step is the computation of the employer's 
experience rating.9 
The fifth step is the recording of employees' wage 
records. From the quarterly reports of employers an account is 
drawn up showing each employee's name, social security number, 
employer or employers and quarterly wages. These wage record 
accounts have two basic purposes. First, the benefit rights of 
all of the approximately 1,800,000 covered employees in 
Massachusetts are computed on the information contained in these 
files. Second, they serve as a check on the accuracy of 
empfoyer reports 1 contributions 1 etco The totals of the 
individual wages reported by each employer are reconciled with 
the amount of taxable wages on which the employer actually 
paid contributions for the purpose of detecting inaccuracies in 
the payment of contributions or the reporting of individual's 
wages. These wage record cards, after ciaim has been filed are 
used in establishing employer's benefit wages assignable to him 
in connection with his experience rating.lO 
It can be seen that each of the five steps follows a 
logical sequence. First it is determined whether an employer is 
9see Chapter IV, "Experience Rating 11 o The subject is 
explained fully in that chapter. 
1011 Benefit wages" in -connection with experience rating 
are also exPlained in Chapter IV. 
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subject to the law. Then the employer must make tax contribu-
tions and file reports substantiating the accuracy of his 
contributions. The third step enables the Division to keep a 
record over the years of each employer and also enables the 
employer to obtain an exemption from the Federal payroll tax. 
Also, from these records over a three year period, the next 
step, the computation of each employer's experience rating is 
carried out. The last step is first_an audit of all_previous 
operations but ~t also leads directly into the process of 
benefit payments since employee benefit rights are computed 
from wage records. In short, the whole process called contri-
butions and wage records are designed with one basic end in 
view, the prompt collection of all taxes necessary for the 
financing of the unemployment fund. Every effort possible has 
been made to insure that end. 
Claims Processing and Claims Payment 
The claims processing and claims payment function is the 
most important process carried out within the Division. The 
process of paying unemployment benefits is the primary reason 
for the existence of the Division. Before discussing the means 
of administering benefit payments, it will be necessary to 
explain briefly the function of the local offices. 
The Local Offices 
The relation of the central offices to the lpcal offices 
are what Luther Gulick would call "all fingers.n11 That is all 
llGulick and Urwick. op. cit._. p. 26 
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major and final decisions are made in the central offices and 
the local offices perform only decentralized line duties. The 
local offices are not to be confused with the Field Service. 
The later service is not a decentralized organization for its 
representatives work out of the central offices. 
The local offices have a dual purpose. They first serve 
as employment offices. For this purpose the Commonwealth is 
divided into five districts, the Metropolitan District and the 
Western, Central, Northeast and Southeast.Districts. These 
Districts are established to serve the primary purpose of job 
placement. Some, but not all of the 3g' local offices within 
each district, act as employment centers where job opportunities 
etc. are on file and where job interviews are conducted. 
However, all local offices refer benefit claimants periodically 
to job placement centers" 
However, we are primarily interested here in the local 
offices' other duty, that of assisting in the claims processing 
and claims payment functions. Row their work is integrated with 
'that of the central offices will become evident in the actual 
processes. 
2. Claims Processing 
The first step to be taken after an unemployment benefit 
claim is received is to determine the benefit claimant's 
eligibility. Initial claims for benefits are filed with the 
local offices. These claims, as they are received daily; are 
~orwarded to the central administrative offices where they are 
29. 
examined as to the reasons ~or the employee's separation ~rom 
1 
his most recent employment. The local o~~ice then makes a 
preliminary eligibility determination based on the employee's 
i~ormation. At the same time 1 however, the local o~~ice aeftds 
a notice to the most recent ~mploying unit in which is containe 
the claimant's statement as to the reason for his unemployment. 
It is mandatory, under the law, for the most recent employing 
unit to noti~y the Division that the claimant's statement is 
untrue if it is untrue or if he believes that the claimant is 
not entitled to bene~its. I~ the central administrative o~fice 
~inds that the worker has filed a valid claim and is eligible 
~or benefits, a determination to that e~~ect is made. If it is 
~ound that the worker does not have a valid claim or is inel-
igible ~or reasons speci~ied in the law, 12 the claimant is 
notified that he is ineligible ~or unemployment benefits. I~ 
an employer protests the payment o~ bene~its within the time 
prescribed by law and becomes a party to the claim, the ~acts 
are examined and a determination is made on the basis of such 
~acts as to whether the claimant is entitled to receive bene-
fits. The protesting employing. unit is noti~ied when the ~ind­
ing is made that benefits will be paid. Notices to both the 
claimant and the last employing unit are sent when the claim 
is den1ed or allowed ~or the purpose o~ ~nabling either party 
.• to appeal the determination,. 
l2see Chapter IV "Eligibility." 
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A second step follows. On all claims approved as ~alid, 
a wage transcript is prepared, showing the base period earnings, 
former employer(s), weekly benefit rate and the number of weeks 
of entitlement, 13 and forwarded to the local office for deliv-
ery to the claimant. The claimant may dispute any of the state-
ments on the wage transcript if he believes it to be in error. 
A so called "claim card" is prepared at the same time as the 
wage transcript. It contains the employee's name and address 
and other claims data such as the weekly benefit rate. . All 
other necessary media such as claim ledger cards, notice of 
claim files, etc., are prepared in anticipation of payment of 
the claims. 
3. Claims Payment 
After claims have been processed, the function of claims 
payment begins. The process of payment of both initial and 
continued claims is the same. A claim becomes continued if 
benefits are claimed for more than one week or if a claim is 
reopened. 
After a claimant has served his legal waiting period of 
one week, he is eligible to receive his.payment for the first 
compensable week of unemployment. Upon receipt of a rtwarrant" 
that the claimant has served his waiting period and was un-
employed for the first compensable week, this fact being 
established at the local office by his weekly registration and 
13see Chapter. IV below "Benefits." 
31 
sworn statement that he remains unemployed, and is unable to 
find suitable employment, a check is made up by a mechanical 
process t·hrough the use of the claim card and mailed to the 
worker. If the worker remains unemployed and continues his 
claim, this process is continued until he is no longer unem-
ployed or has exhausted his benefit rights. The same procedure 
follows when an individual who has not exhausted his claim has 
returned to work and again becomes unemployed except that he is 
not required to serve another waiting period during the "benefit 
year", the benefit year being the twelve month period commencin@ 
April 1, and ending March 1, next following. 
Let us BQIDIDarize the activities of the line agencies of 
the Division. They are so organized that a continuous vertical 
process results starting with building of the unemployment in-
surance fund and ending with the dispersal of benefits from it. 
Chief among Gulick's standards exemplified in the process is 
thus that of coordinating and integration. Reporting both in-
ternal and external is another feature resulting in effective 
methods of checking and auditing through each step of the 
process. Perhaps the best way of pointing up the efficiency of 
administration in Massachusetts is by high lighting the speed of 
its operations. For the year ending June 30, 1949 a total of 
4,532,656 benefit checks were issued. In spite of this huge 
number of checks and the fact that the number of benefit claims 
was 57.9% higher that in the previous year, Massachusetts 
showed a slightly higher record than the national average for 
promptness in making benefit payments and a favorable 
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comparison to the most efficient states. Below is a chart 
showing the relative speed of benefit payments in the most 
efficient states. 14 
CHART II -- Percent of Benefit Payments Made in 
Less Than Two Weeks 
Second and Second and 
State First SUbsequent State First SUbsequent 
Payments Payments Payments Payments 
All 
States 86 93 Mich. 86 96 
Mass 88 95 Conn. 83 79 
Calif. 87 97 Maine 85 95 
Ohio 87 95 N. H. 79 94 
Penna. 82 89 R. I. 95 99 
.. Vermont 68 96 
Staff Services of the Division 
To insure proper administrative management any agency 
must contain a variety of staff services. The Division's staff 
agencies are especially interesting because they are organized 
in almost exact conformity with every accepted sound adminis-
trative ~rinciple. Dr. John M. Pfiffner divides staff functions 
. into three major parts, "the general staff, the auxiliary staff; 
and the functional or technical staff."l5 vVbat corresponds to 
14Mass. Division of Employment Security, Director's 
Report for the Year Ending June 30, 1949, p. 15. 
l 5Dr. J. M. Pfiffner, Public Administration, Ronald 
Press, 1946, pp. 84-99. 
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the general staff, the Division's Assistant ~irectors, have 
i 
i 
already been discussed. Pfiffner sees the g9neral staff as 
assisting the chief of the agency by acting in an executive 
! 
capacity and to relfueve him of some of the bUrdens of detail. 
It has already been pointed out that the Ass;stant Directors 
perform those functions, therefore, attention here will be 
focused on Pfiffner's two other classifications. These two 
later staff functions are contained in two ititegral parts of the 
agency. The Business Management Service und~r an Assistant 
'l~. 
Director performs what Pfiffner would call a*:x:iliaTy services. 
The Executive Service also under an Assistant Di-rector conforms 
' ' 
roughly to what he would classify as technical services .. 
The Business Management Service 
I 
The duties of the Business Management $ervice are those 
which W. F .. Willoughby classifies as 11 house l}:eeping or 
i 
institutional.nl6 That is, they are in exis~ence primarily to 
l 
insure the smooth operation of the line tunctions and as such 
are concerned solely only with the problems 9f internal 
I 
administration. i They are not control functions and do not 
influence directly the management of line op~rations. They are 
merely the tools of coordination which the Director uses to· 
' insure more efficient administration. As opP,osed to the purpose 
or vertical operation of the line department~ they are' more 
e concerned with what Gulick calls 11 process 11 . flltnctions .. 1 '7 As such 
Johns 
• 
' 
! 
16w. F. Willoughby 1 'Princi~le s of Publlc Administration, Hopkins Press, Bal~imore, 927, p. 42. i 
1'7Gul.ick and Ul"Wink- rm nit n Q? i 
; 
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they cut horizontally into each line function. What are these 
housekeeping functions? There are four of them within the 
Business Management Service. They are contained in the Budget 
and Time Cost Division, the Finance Division, the Property 
Division, and the Personnel Division. 
1. The Budget and Time-Cost Division 
The preparation of a budget is an intrinsic operation in 
any administration. Sound Budgeting is one of the prerequisites 
stressed by Gulick, The Budget of the Division of Employment 
Security is computed largely on a time-cost basis.. That is, 
each operation is measured in terms of its worth, its cost, and 
the time spent in its completion. Extended observation thus 
enables the budgetary supervisors to determine just how much 
weight is to be given to each operation, how much time should 
be spent on each, and, .most important, the maximum feasible 
cost of each operation. These observations provide an accurate 
estimate of current budgetary needs both in material and 
personnel. In estimating time-cost the Division makes use of a 
table of estimates prepared by the Federal Bureau of Employment 
Security.l8 This table assigns weights to every possible 
operation and as such is used by every state in spite of its 
administrative organization. The table of estimates was 
originally conce±7ed here in Massachusetts and proved so effect-
·- ive that it was adopted and revised by the Federal authorities 
18Bureau of Employment Security, Employment Security 
Manual Functional Time Distribution Uniform Codes £or U.I.-E.S. 
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and is recommended for use in all states. 
2. The Finance Division 
The finance division works in close conjunction with both 
the budget and property divisions.. rt has two basic purposes. 
Since it is the agency which controls all monies allotted to 
the Divis~on, it must serve both as a dispenser of those funds 
and as the agency charged with centralized purchasing. Working 
within the budget it computes salaries, operating expenses, 
rentals, etc.. It also puts the initial stamp of approval on all 
expenditures of the property division and every other department 
However, rigid control of finances is exercised from without the 
Division by the Massachusetts Department of Administration and 
Finance. 
3. The Property Division 
The duties of the property division are mainly custodial 
but in view of the largeness of the Division, its tasks are 
quite complicate do It employs:.J a force. of janitors, maintenance 
men, laborers, and elevator operators who are responsible for 
the maintenance of the many buildings needed to house the 
Division. It is also responsible for the vehicles used by the 
executives of the agency and by its Field Service. 
4. The Personnel Division 
~- Since practically all the employees of the Division have 
civil service status, the main task of the personnel division is 
employee placement within the Division, and to some extent their 
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training. Its position is extremely important since so much of 
the Division's work is very specialized9 Employees with 
specialized skills are always needed. In addition to bookkeepin , 
/
analytical, and actuarial skills, mechanical skills are also 
needed since a large volume of the Division's work is performed 
by I.BoM. and other machines. It is, therefore, the personnel 
division's task to determine employee needs at all times and to 
shift employees with special skills within the Division where 
needed. Its work is further complicated by the fact that work 
loads are cyclical necessitating the hiring of temporary 
employees. For example, 2,103 were employed by the agency in 
May, 1949 and in June the number, due to the start of a new 
benefit year had jumped over three-hundred to 2,426, employees.l~ 
The Executive Service 
Let us look now at what Pfiffner calls the technical 
staff services. Within the Massachusetts Division of Employment 
Security, these functions are performed within the Executive 
Service. Within the Executive Service, there are four main 
. . 
operating parts, the Research and Statistics Department, the 
Legal Department, the Training Department, and the Information 
Department. Of these four divisions, the first two fall 
strictly into Pfiffner's third staff classification. The other 
two are somewhat outside it but their existence is, nevertheless 
completely justified. An examination of the duties of each of 
19Director 1 s Report, p. 26. 
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the four units follows showing their place in the overall 
organization of the Division. 
~ 1. The Research and Statistics Department 20 
The department of research and statistics, to the 
author's mind, perfor.ms one of the most important, if not the 
most important, functions in the Division. Its primary and 
most immediate function is to keep the Director, his associates, 
and, in particular, the Advisory Council informed as to the man-
ner in which the operating departments of the Division are 
carrying out their particular duties. First, every year the 
Division's Employment Service makes thousands of placements. 
It's not enough for the Director to know the number of place-
ments; he must also know the answers to such questions as, what 
type of placements were made, whether or not they were solic-
ited, whether they were in the government or in private enter-
prise and whether or not jobs were temporary or permanent. 
Also, the Benefits Department processes and pays a great number 
of claims each week. Again, the Director must have additional 
inform.at ion. How many new claims were opened:l How many were 
continued? How many were inter-state? What is the average 
length of unemployment? Vlhat is the incidence of exhausted 
claims? The Director must also know if checks are processed on 
time and if there are delays he must know the reasons. 
20Kenneth Minihan, "The Dept. of Research and Statistics", 
Background and Development of the Employment Security Program, 
Div. of u.c., Commonwealth of Mass. 1940, pp. 136-142. 
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A second function of the department is that of providing 
~nformation to the Director and the Advisory Council in 
~etermining questions of policy. Policy questions may be 
e fiivided into two groups as foilows.21 
11 1. Current short time questions of administrative policy 
2. Questions involving the long time development of the 
Division's program." 
The department is thus called upon to gather statistics 
showing many tyPes of long and short time trends to enable 
answers to be given to questions of adequacy of benefits, length 
of benefit duration and questions involving partial unemployment 
~nd dependency allowances. Such questions naturally give the 
~apartment a strong, if indirect, voice in legislation. 
Still a third function is performed by the department. 
That is, keeping the responsible parties informed as to develop-
ments in the whole field'of employment security. For this 
purpose a library is maintained to contain all the literature 
~ritten which pertains to this field. 
To give an overall picture of the duties performed by the 
~apartment it might be well to list the functions completed in 
ti-949:22 
1. Data relating to the various activities of the Division 
were summarized and analyzed for the use of administra-
tive and supervisory personnel. 
21Ibid., p. 138. 
22Director 1 s Report, p. 32. 
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2. A monthly Newsletter on the labor market was prepared 
for the information department. 
3. A confidential· bi-weekly report on labor market 
conditions was issued to supervisory personnel. 
4. Data was prepared for a recess commission of the 
General Court which was studying the Unemployment 
laws. 
5. Estimates of work loads were prepared for the prep-
aration of budgets to be submitted to the Bureau of 
Employment Security for the fiscal years 1949-1950 
and 1950-1951. 
6. Possible effeets on the size of the unemployment 
fund of proposed benefit formula changes were 
computed •. 
7. The Director's annual report was prepared. 
8. Sections of the Advisory Council's biennial report 
were prepared. 
2. The Legal Department 
The legal department is likewise indispensable to the 
Division. It is the arm which handles both litigation and 
adjudication. In other cases it acts as a sort of trustee. It 
serves first as an advisor to the Director in all interpretatioi 
of the Employment Security law in particular. It thus acts in 
the capacity of an informal adjudicator. However, its chief 
duty is acting as the legal counsel of the Division in the many 
instances where litigation is involved. This litigation takes 
many for.ms. It first has the power to subpoen~ employers and 
employees for preliminary hearings within tbe Division when any 
4t. discrepancies are detected. Also takes action in the courts in 
cases involving overdue employer contributions, "rubber" checks, 
bankruptcies, and state court receiverships. In addition it 
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sues in court to regain benefit ~ver-payments. 23 Action by 
the legal department resulted in the reclamation of $201,914.87 
in 1949. 
Another duty of the department is also very important. 
It is the unit's function to represent the Division where cases 
decided by the Board of Review have been appealed to the state 
courts. Only six cases reached the Massachusetts SUpreme 
Judicial Court in 1949 and four of these were decided in favor 
of the Division. However, a total of ninety cases reached the 
District Courts. Of these, seventy-one of the Divisions 
findings were affirmed by the Courts and only five were reversed 
The remainaer were not decided for various reasons. 
3. The Training Department24 
The trai-ning department, while not actually performing 
technical service? according to Pfiffner's classification, 
nevertheless, does employ highly specialized personnel. Its· 
function is, most simply, to continue the job of the personnel 
division. That is, it gives a thorough training to every one 
employed by ~he Division. · It actually performs two basic tasks 
both very important. First, it teaches each worker his own 
particular job. It instills proper managerial methods in the 
minds of supervisors and it instructs benefits p.ersonnel.'. in the 
proper techniques of claims taking. One of its chief duties is 
teaching employees, especially in the placement services, how to 
23Ibid., pp. 30-31. 
24Ibid., pp. 27-28. 
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meet and how to aid the public it meets daily. In the Western 
sections of the state, it has even gone so far as to instruct 
personnel of the employment and placement offices on farm 
techniques so that they may better understand the proble.ms both 
of job seekers and those seeking employees. 
The departments second basic task is familiarizing each 
employee with the overall operating procedure of the Division. 
This task of familiarization is extremely important for all 
administrative authorities agree that the individual worker is 
much more efficient if he understands his place; understands 
how his job helps in the completed operation. 
The department uses several methods of employee training, 
among them observation, lectures and manuals. 
The Information Department25 
The information department is charged with two ve~y im-
portant functions. The first of these is distributing informa-
tion to both employers and employees. This information is im-
portant, since both contribution and_benefit rights formulae 
so complicated, because it enables both parties to be sure of 
their rights and obligations under the unemployment law. The 
Department is also obligated to engage in projects in conjunc-
tion with the employment offices to persuade employers to reg-
ister their job openings with the state and to notify the unem-
ployed of work opportunities. Radio time is frequently used f 
this purpose. 
p. 29. 
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The other function which the information department 
performs is the preparation of reports to the general public on 
all aspects of the labor situation in Massachusetts which 
pertain to employment securityo There is no doubt that this is 
a good practice for the public is much inclined to cooperate 
with an agency which does not keep the public in the dark about 
its activities. 
In summarizing the staff services, both auxiliary and 
technical we see that they serve a very necessary service. 
They not only act as coordinators of the line services but they 
perform other highly important functions which if integrated 
into line process would cause a complete breakdown of the 
administration. 
The Board of Review 
The Board of Review is the appeal agency within the 
Division$ It has already been noted that a commission type 
direction is advantageous if there is some kind of quasi-
judicial function to be performed$ Such functions are inherent 
in the Massachusetts Unemployment Compensation system. Since 
the Board of Review is established for the specific purpose of 
performing quasi-judicial duties, one of the best reasons for 
direction by commission, is nullified$ 
There are two types of cases which are usually heard by 
the Board. They are either appeals by employers of their status 
or contribution rate or appeals by employees because of denial 
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of their benefit claims or the fixing of the amount of their 
benefit rights. 
All decis.ions are made by either of the main line depart-
ments or by the local offices in the name of the Director. As 
such, their first recourse to appeal is to the Director who is 
empowered to reverse the decisions of his subordinates. Appeals 
can then be carried beyond the Director to the Board of Review 
which is beyond the jurisdiction of the Director. 26 If an 
appeal to the Board of Review is unsuccessful the case may be 
forwarded to .the State Courts and conceivably the United States 
Supreme Court. 
Practically all appeals were made by employees as benefit 
claimants, they having filed 13,115 of the 14,069 appeals upon 
which decisions were rendered in 1949.2? Most of the cases 
which were heard involved controversial issues. Not being 
available for work was the issue in 44 percent of the hearings; 
the question of voluntarily leaving resulted in another 35 
percent; and misconduct accounted for an additional 9 percent. 28 
Incidentally., the activities of the Board of Review are another 
indication of the efficiency of the Division. There were 
713,504 initial claims filed in 1949 and 14,645 new employers 
became subject to the law, a total of ?28,149. Yet out of all 
of these, only 14,069 filed appeals, and out of those appeals 
26see G. L. Chapter 23, Section 9N(b). 
2?Q£. cit., pp. 33-34. 
28see Gha pt er IV, · "El igi b il i ty. n 
which were filed, ~3 percent were decided in favor of the 
Division. 
What is the procedure of the Board? Because of the large 
volume of work, it is necessary to have most of the hearings 
conducted before only one of the three members of the Board. 
However, the appellee can request a hearing before the full 
board. Two thousand, one-hundred and fifty-seven such hearings 
were disposed of in 1949. It is difficult to measure the 
efficiency of this body in terms of time because of its very 
crowded dockets especially during periods of peak claim loads. 
However, 24 percent of~the decisions rendered were given within 
sixty days and an additional 43 percent within ninety days of 
filing the appeal. 
SUmmarization 
In reviewing the administrative organization· of the 
Division of Employme~ Security, the author wishes to reempha-
size the conformity of its planners to tested and accepted 
prin0iples of sound management. 
First, the disadvantages of both hierarchical or single 
headed control and control by commission have been avodded while 
the advantages of both types of administration have been re-
tained •. The method used is remarkably simple. The work of 
actual administration was placed solely in the hands of the 
. ~ Director and his aides. V'lhere boards or commissions were 
properly needed, they were established outside the Director's 
jurisdiction. The Advisory Council was set up to perform duties 
of an investigatory and advisory nature and which also had the 
advantage of being representative of the wishes of the 
interested segments of the general public. The Assistant 
Directors enabled the Director to delegate his authority and to 
increase administrative efficiency and also to avail himself of 
an additional consultative body. The establishment of the 
Board of Review created an independent body to perform necessary 
quasi-judicial functions -and which was also representative of 
the public .. 
Second, important line and staff functions have been 
wisely integrated. The. basic. purposes of the Division have been 
administered by line department·s organized on a vertical or 
"purpose" basis so that every function from determination of 
employer status to actual dispersal of benefits flows smoothly 
from one to the next. At the same time staff functions, 
organized on a horizontal or 11 prooe~s 11 basis are so organized 
that they are alHe to 'serve their coordinating functions without 
usurping the authority and control of the line supervisors. 
They serve rather to better relations between the various levels 
of administration. 
Planning and Research have been also incorporated into 
the agency chiefly· through the activities of the Department of 
Research and Statistics. 
Fourth, a well planned and integrated personnel program 
.~. 
has been established. Within the Civil Service, the Personnel 
department procures well qualified workers with special skills 
and capabilities for employment within the Division. It then 
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becomes the task of the training department to acquaint them 
with their jobs and their relation to the whole process of 
administering employment security .. 
Finance has not been neglected. Two separate departments 
perform this function. Budgeting and the computation of time 
cost factors is the task of one.unit in addition to pre-and 
post-auditing, while another unit serves as a base for central-
ized purchasing~ 
Sixth, the place of the Division within the realm of 
administrative law has not been neglected.. This fact is 
evidenced in three· major ways ( 1) The Leg_al Department exists 
!for the purpose of both advising the Di;ision on the inter-
pretation of the law and acting as its external legal represent-
ative, (2) the Board of Review as the reviewer of administrative 
action while statuatory provision has also been made for review 
in the courts.. (3) The provisions of Chapter 151A make the 
task of compiling rules of internal administration comparatively 
easy for the Director. However, his rules governing those out-
side the Division are subject to approval by the Advisory 
Council. 
Lastly, the Division has been cognizant of the need for 
good public relations. Public representati-on· has been provided 
in the Board of Review and Advisory Council. However, the 
~, Division has not stopped there. The information Department's 
chief tasks have been to make sure that the workings of the 
Division as well as the rights and duties of those subject to 
the law are well presented. In addition, the work of the 
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training department has been largely instrumental in bringing 
about good relations between Division employees and the public 
their job it is to meet and serve. 
CHi\PTER III 
TBE FINANCING OF UNEMPLOYMENT COMPENSATION 
Having considered the organization, administrative 
:procedure of the Division of Employment Security it is now 
necessary to turn to a consideration of the methods of financ-
ing the unemployment compensation :program. Two factors must be 
considered; (1) the financing of administration; {2) the 
financing of the unemployment fund. Difficulties have been 
encountered in both these areas. 
The Financing of Administrative Costs 
The :provisions of Title III of the Federal Social -~' 
Security Act have already been lightly touched upon in C4apter 
I. However, it has developed that the obtaining of funds from 
the Federal government to defray the costs of administration 
has involved much more red tape than the sim:ple~~certification 
by the Bureau of Employment Security that the state agency 
has conformed with conditions laid down in Titles III and IX 
of the Social Security Act. 
How does the Federal government finance its grants to 
the states? It is popularly supposed that such grants are 
e financed by the 3/10 of one percent of the total 3 :percent 
Federal payroll taX which is received directly by the national 
governm.ent. 1 This supposition is not strictly true. There is 
no provision in the Social Security Act which provides for suc·h 
a procedure. There is, therefore, no·obligation on the part of 
the Federal government to return to each state, in the form of 
administrative subsidies, an amount equal to that obtained 
through the payroll tax. The federal portion of tbe tax is 
merely absorbed in the general revenues from which the state 
grants are obtained. 
The Federal government can thus influence the quality of 
a state's administration through its control of the purse 
strings. It alone is the sole judge of what constitutes 
efficient administration. While it cannot choose the state's 
employees and their remuneration, it can, in effect, control 
the number of employees and their facilities. Such a system 
has its obvious drawbacks. It is particularly susceptible to 
political control. 
To begin with, the state agency prepares a proposed 
bu'dget which is drawn up to meet all foreseeable contingencies. 
The budget is then submitted to the regional office of the 
Federal government. Conferences are held between state and 
federal officials and some compromises are reached. It is then 
submitted to the central agency in Washington. Here, no 
attempt is made to keep the budget of each state separate. 
lThrough the tax offset provisions of Title IX of the 
Social Security Act. 
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Such a practice, of course, neutralizes many of the advantages 
of localized administration. The Bureau of Employment Security 
then presents an overall appropriation request to the Bureau 
of the Budget which in turn has an opportunity to further 
decimate.the original estimate of the state agency. The Bureau 
of the Budget then presents its further revised schedule of 
proposed expenditures to ttie proper committees in Congress. 
The budget requests for the various state unemployment insurance 
agencies are then examined as part of the appropriations for 
the expenses of both the Federal Security Agency and the Depart-
ment of Labor, which consists of an all-inclusive appropriation 
bill including monies for the operation of the whole social · 
security program. The funds for U.C. administration usually 
total only three percent of the whole bill. As a consequence, 
unemployment compensation commands only a small amount of 
attention from Congress. After Congressional approval has been 
made, the Bureau of Employment Security is free to allot it as 
it sees fit. Thus the original· '!Judget · e·stimates of the state 
agency are subject to change four times before funds are forth-
coming. Obviously such a procedure seriously hampers the 
operation of the state agency especially if some unusual admin-
istrative problem such as an unusua,lly heavy claim load is 
encountered. Final budgets are almost always much lower than 
original estimates. 
Massachusetts encountered a great deal of difficulty in 
early 1949. It found that its expenditures far exceeded its 
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·appropriations. Robert Marshall, the Director, pro~ested that 
he could not operate his agency within the federal allotment. 
By May of' 1949, the administrative ~unds had been exhausted and 
it appeared that the agency would have to shut down until June 
of' that year when new appropriati~ns would be. available. The 
problem became so serious that it necessitated intervention by 
Governor Dever to obtain a special Congressional appropriation 
to alleviate the problem. It is believed that partly for this 
reason Mr. Marshall was not reappointed. 
However, the system while badly in need of' revision does 
have advantages. Through the present provisions of' Title III, 
the Federal government can and does bring about the enactment of' 
more efficient methods of' administration in the several states. 
Some of' these methods are developed 'Qy the states, others by 
the Federal government. 
Nevertheless, a problem does exist. It could best be 
solved by allowing the states to collect the whole tax thus 
allowing more localized budgetary control. Federal supervision 
could still be maintained through a slight revision of' Title IX. 
The Financing of' the Unemployment Fund 
The Social Security Act provided for certification of' 
state agencies if' they provided for the dispersal of' unemploy-
ment benefits through any one of' four types of' funds. These 
were to be known as; (1) the employer reserve account; (2) the 
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guaranteed employment account; ( 3) the partially pooled fund; 
(4) the pooled fund. 2 The first and third and fourth of these 
are for the most part of academic interest at the present time 
because, although at one time in force in many states, they have 
been largely replaced by the pooled fund arrangement. However, 
it is important to examine the basic workings of each type of 
fund. 
1. The Employer Reserve Account 
The employer reserve account is of chief interest be-
cause it was the method devised by Wisconsin to finance the 
first unemployment compensation system i:rm the country. This 
method has three basic features. 
1) Employers alone contribute to the fund. There are 
no contributions from employee or the state • 
2) The tax contributions of each employer are recorded 
in a separate account. An employer's contribut~ons are used 
only to pay benefits to his employees. 'They are not transfer-
able. 
3) An employer's contribution is governed solely by 
the si'ze of his account. If~his account becomes low, his con-
tribution increases. 3 
2Internal Revenue Code (Federal Unemployment Tax Act) 
Subchapter C, Sec. 1602(c)·(l-4). · 
3see Elizabeth Brandeis, "The Employer Reserve Type of 
Law", nunemployment Compensationtt, Law and Contemporary Prob-
lems, Vol. III, No. 1, 1936 School of Law, Duke University. 
Miss Brandeis favors the Employer Reserve type law. Her 
article defends it. 
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The chief reason for the :_abandonment of the employer 
reserve system was that it failed to provide for a sharing of 
. 4 
risks. While it is true that it provided for a great employer 
stimulus to stabilize employment, it proved n9t to be finan-
cially sound. Its chief difficulty was similar to th~t of the 
voluntary plans. Those with good employment records built up 
funds, then contributed next to nothing. Others contributed 
a great deal but were unable to remain solvent. 
2. Guaranteed Employment Account 
Wisconsin, at the time it operated an employer reserve 
account, also had a guaranteed employment account in force. 
Employers availing themselves of this scheme did not have to 
contribute to the other account. The basis of the whole plan 
was to allow the employer to set up his own unemployment compen-
sation system which can be roughly compared to the guaranteed 
annual employment plans often advocated by both labor and in-
dustry. Those employers who wished to avail themselves of the 
account would be required to assure their employees of work or 
remuneration for work for a specified number of hours per week 
for a specified number of weeks. In other words, the employer 
must agree to pay his workers a certain wage whether or not he 
is able to supply them with work. Any state seeking certifica-
tion for this method of finance must provide that employers 
4only two states, Kentucky and N.C. have this method 
still in effect. Both states, however, have them in conjunction 
with partially pooled accounts. 
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guarantee employment of wages for at least thirty hours in each 
of forty weeks. 5 The guaranteed employment accounts have never 
been used exclusively in any state because the Wisconsin ex-
periment proved them to be actuarily unsound, difficult to ad-
minister and too inflexible. 6 
3. The Partially Pooled Fund 
The partially pooled fund is at present only in Qpera-
tion in two states, Kentucky and North Carolina. It is actu-
ally a combination of the pooled fund and either an emplo~r 
reserve or guaranteed employment fund, the contributor's taxes 
going partly into the pool and partly into another type fund. 
It is, at best, a transitional device which can be utilized 
when a state wishes to change to a fully pooled system. 
4. The Pooled Fund 
The pooled fund is now in effect in all states in some 
form. It does just what its name implies; it pools the contri-
butions of all employers and other contributors. There is no 
doubt that this type of fund is most flexible and: sound. The 
only objection which was raised against it was that it failed 
to provide the employer with the incentive to stabilize 
employment which was embodied in the reserve type fund. This 
5Internal Revenue Code, SUbchapter c, Sec. 1602(c)(4)(a). 
\_/ 6For elaboration see R. L. Hibbard, "Guaranteed Employ-
ment Plansff, "Unemployment Compen·sation", Law and Contemporary 
Problems •. Vol. III, No. 1, School of Law, Duke University, 
1936. 
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objection has now been overcome through experience rating.7 
Sources of Funds 
There are theoretically three sources from which unem-
ployment compensation funds can be obtained, the employer, the 
employee, and the general revenues of the states. In no 
jurisdiction does the state contribute, although in two juris-
dictions both employers and employees contribute. 
Employer Contributions 
In all states employers contribute to the unemployment 
fund. Some employers are not subject to the tax and those not 
subject vary from state to state. However, those subject are 
liable in all states to a payroll tax based on the earnings of 
their employees monetary or otherwise up to 3,000 dollars a 
year. The standard rate of contributions in all states is 2.7 
percent except in Michigan where it is 3 percent, exclusive of 
experience rating or penalty rates. 
Employee Contributions 
Nine jurisdictions at one·time provided for employee 
contributions.8 However, at present, only two states, Alabama 
7The advantages of the pooled fund are stressed by I. M. 
Rub inow, "State Pool Plan~ and Merit Rating", found in the same 
issue of the journal ab.Qve. 
8Alabama, California;·Indiana., Kentu:.cky, Louisiana, 
Massachusetts, New Hampshire, New.Jersey, Rhode Island. 
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and New Jersey do so. Massachusetts, for a short time, pro-
vided for such a taxing method, employers withholding from 
their employees one percent of their salaries up to $2,500. 
However, only the employer now contributes. 9 There are several 
arguments as to whether or not the employee should be obliged 
to contribute to the fund. Those in favor of employee taxes 
point out that the employee, as the recipient of benefits, 
should at least assume part of its financial burden. It is 
also argued that if the worker assumes some financial obliga-
tion, he will be less likely to dissipate the fund through 
needless benefit claims. It is held that unions would thus 
take collective action to discourage malingering on the part of 
their members.lO 
On the other hand, it is argued that employers are 
primarily responsible for unemploymen~. As such they must be 
willing to assume the responsibility for the r~lief of unem-
ployment. It is also pointed out that, in reality, both the 
employee and the consumer ·share the costs of unemployment com-
pensation through tax shifting, the worker receiving lower 
wages, the consumer paying higher prices. 
9Employee contributions discontinued in Massachusetts 
by Chapter 470 of the Acts of 1938. 
lOThis view is held by the Massachusetts Federation of 
Taxpayers. Mr. Rea Long, formerly Assistant Director in the 
Division now with the Massachusetts Federation of Taxpayers. 
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The author feels that the employee should not be re-
quired to share the tax burden. As early as 1911, it was 
decided that the employer must bear the cost of workmen's com-
pensation since he was directly responsible for all injuries 
for which compensation was paid. The principle involved in 
unemployment insurance is exactly the same. Benefits are paid 
only to those workers who are unemployed for reasons directly 
attributable to the employer. As for malingering, the best way 
to prevent it is not through employee taxation but through 
investigation of all benefit claims. The only time that 
employee taxation should be initiated is when the fund is at the 
point of exhaustion, and employers have been taxed to the limit 
of their ability to pay. 
Experience Rating 
All state laws provide for some method of experience 
rating through which each employer's tax liability varies 
directly in ratio to his unemployment risk. An employer whose 
incidence of unemployment is small thus is given an incentive 
to continue ·to maintain steady working conditions for by doing 
so he contributes less· than the standard rate to the benefit 
fund. In the long.run, experience rating has two basic pu~­
poses; it rewards the steady employer and encourages all em-
ployers to stabilize empl.oyment and it assigns the heaviest 
burden of taxation to those responsible for the major with-
drawals from the fund. 
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The Social Security Act regulates experience rating 
through the amendments made to. Title IX in 1939. The amend-
ments serve as the basis for all state experience rating pro-
visions. They simply provide that an employer.with a good 
employment record may obtain a reduction in tbe amount of taxes 
he must contribute to the unemployment fund. However, a 
reduced rate may only be granted on the basis of three years of 
employment experience.11 This stipulation allows only the 
employer with a lengthy record of steady employment to obtain 
a reduction. 
Experience rating has developed in a very confused 
manner, no two states using exactly the same system. Most of 
the significant variations are in the formulas used by each 
state for rate determinations. However, all the varied methods 
can be roughly classified into five distinct systems, known as 
reserve-ratio, benefit-ratio, payroll decl.ine ratio, compens-
able-separations, and benefit wage ratio for.mulas. 12 In spite 
of all the variants each of these five systems have one common 
characteristic. The purpose of each formula is to determine 
the relativity of an individual employer's employment experience 
to that of employers as a whole in each state. Therefore, 
11For complete Federal experience rating provisions 
see Internal Revenue Code, Subchapter c, Sec. 1602. 
12For full details of Experience Rating Plans see 
~xperience Rating 1938, Master's Thesis of Mary E. Wilcox, 
M.B.A. (Boston University). Miss Wilcox now heads the Dept. 
of Research and Statistics, Mass. Division of Employment 
Security. 
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each state uses some type of factor to determine each em-
ployer's unemployment experience and this experience is com-
pared with state-wide unemployment experience. Let us take 
each of the five distinct systems in turn with a brief analysis 
of each and a more complete explanation of the benefit-wage 
ratio formula which is in use in Massachusetts. 
1. The Reserve-Ratio Formula 
The reserve ratio·formula is the most P9PUlar of the 
existing experience rating systems being in use in 28 states. 
The formula is essentially a system of cost accounting. A 
separate account is maintained for each employer. Before an 
employer's contribution rate is reduced he must build up a 
specified reserve of contributions charged to his account over 
benefit payments to his credit. ·Although the formulae conceived 
under the reserve-ratio plan vary from state to state, the plan 
ls. generally as follows: A record is kept of each employer's 
payroll, contributions, and benefits drawn by his workers. 
Benefit. ;payments are subtracted from contributions. The result 
is in turn divided by the total payroll, the balance supposedly 
indicative of the potential liability of the employer ip. terms 
of benefit withdrawals from the unemployment fund. This 
amount of potential liability determines the amount of reserves 
the employer must build up through contributions tQ the fund. 
Only after his reserves surpass a specified amount is he 
entitled to a tax reduction. This system has proved quite 
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errective and only one important drawback should be noted. 
Because a separate account must be set up for each employer, 
the resulting administrative system is both costly and com-
plicated. 
2. The Benefit-Ratio Formula 
The benefit-ratio formula is in use in only six states. 
The formula is based on the reasoning that the program will be 
adequately financed if each employer contribut·es as much or 
a little more to the fund than his employees t.ake out of it. 
It is much m9re simple to adm~nister than the reserve-ratio 
formula because the employer.' s contribution rate does not 
figure in the c~mputation of his employment experience. Rate 
variation is based solely on the relationship of the individual 
total payroll and the benefit payments made to his employees. 
3. The Compensable Separations Formula. 
' Connecticut is the only state which uses the compe·nsable 
separations formula. The plan is very similar to the benefit-
' 
ratio formula. One difference between the two is that this· ... 
·":'.· .. 
plan keeps a separate experience rating record for each em~ 
ployer. The separation of each worker is weigh~ed by .the 
weekly unemployment benefits paid him and ,entered on the em-
ployer's record. The employer's total three year payroll is 
then divided by the sum of the entries f~r- three years yielding 
what is known as the employer's 11meri t rating ina. e~" • . The rate 
is then assigned the employer on the basis ,of a comparison of 
' 
.· 
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the "merit rating index11 to the total payroll. Naturally, if 
employee separations are low the "merit rating index" will be 
high. Therefore, . if the index is high, the contribution rate 
is low. Actually, the main difference between this and the 
proceeding formula is that here the number of separations 
weighted by the weekly benefit amount is used in relation to 
the payroll where before total benefits paid were used. 
4. The Payroll Decline For.mula 
This formula can be used either separately or in com-
bination with other factors. Neither the benefits paid nor the 
contributions of the e.mployer figure in the compilation of the 
employer's experience. Experience is based only on the fluctu-
ations of payrolls. The theory behind the formula is that 
decreasing or increasing payrolls are the best measure of 
economic conditions.· Accordingly, employers with the largest 
payrolls in proportion to their relative size ar·e granted the 
greatest rate reductions. This device supposedly acts as a 
stimulus to business conditions. However, the result is often 
that employers are often forced to assume greater burdens when 
they are economically the weakest. Rhode Island, with such a 
formula is, at present, faced with a crisis in its jobless fund. 
The payroll decline formula is only useful if used in combina-
tion with other methods of stimulating business. 13 
13The author has had space only to describe briefly the 
4 main types of formulas in use outside Mass. For a more com-
plete explanation plus a state by state examination of provi-
sions, see Dept. of Labor, Comparison of State Unemployment In-
sn,..anne Laws as of' Sent i9.49 . nn 15-35 also Tables 5-ll !=lAmA nn 
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Massachusetts and the Benefit-Wage Ratio Formula 
The benefit-wage ratio formula is in use in Massachu- ' 
4lt setts and seven other states. It is known alternately as the 
·"Cliffs Plan" after its alleged initiator and as the "Texas 
Plan" in which state it was first used. 
This formula has as its purpose the assignment of var-
iable contribution rates designed to return to the unemployment 
fUnd an amount roughly equivalent to thE!t amount dispersed in 
the form of benefits. The formula makes no effort to measure 
the total benefits paid to the employees of any individual 
concern. It is true that an employer's experience is measured 
by the separation of his workers which result in benefit pay-
ments but the duration of the unemployment of these workers is 
not directly a factor. Only one separation per benefit recip-
ient per year is recorded for any one employer no matter how 
many times a benefit claim is r~opened by a recipient in that 
year. 
Experience rating in Massachusetts establishes, like 
other plans, variable contribution rates, based on three years 
of benefit payment experience. Thus, no employer may receive a 
contribution rate of less than the maximum of 2. 7 percent unless 
three years have elapsed during which his em~loyees would be 
eligible for unemployment benefits.14 Contributions are paid 
l~ass. G.L. Chapter 151A, Sec. 14(b)(2) (d) and Sec. 
14(b)(3). 
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on the wages of employees up to $3,000. 
All employers are assigned either t;he maximum contribu-
tion rate or one of the five adjusted rates,.5%, I%, 1.5%, 2%, 
or 2.5%. Three factors enter into the computation of tbe 
adjusted contribution rates. They are: 
1. The employer's "benefit-wage ratio", from which the 
formula takes its name. 
2. The "state experience factor". 
3. The condition of the unemployment compensation fund. 
Let us first explain how the benefit-wage ratio is 
determined. When a worker files a valid claim for benefits the 
wages on which his claim is based become known as "worker's 
benefit wages". When the first benefit check becomes payable, 
the "worker's benefit wages" are charged to the employer(s) 
from whom such wages were earned. They are then known as 
"employer's benefit wagesn. 15 Only the first claim can be 
charged against the employer and no employer can be charged for 
wages paid the claimant in excess of $1,900. Charges are 
limited to $1,900 because that is the highest amount on which 
benefits are computed and paid~ To obtain the benefit-wage 
ratio, the sum total of each employer's "benefit wages" for a 
three year period are divided by the sum total of the taxable 
payrolls of the employer during tbe same three year period. 
An example follows: 
15Mass. G.L. Chapter 151A, Sec. 14(b)(4) . 
. ·~<'. 
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CHART III - Benefit-Wage Ratio Determination 
Benefit ~"/ages of 
A's former Employees 
A's total taxable 
payroll 
1945 
$ 900 
$10,000 
1947 1948 Totals 
$ 1,100 $ 1,000 $ 3,000 
$10,000 $10,000 $30,000 
Benefit Wage Ratio 
A's total benefit wages 
for threE? years 
$3,000 ·.divided by 
A's total taxable pay-
roll for 3 years 
$30,000 = 10% 
The "state experience factor" is obtained in much the 
same way. The sum total of all benefit payments made from the 
fund over a three year period is divided by the state wide 
total of all employers benefit wages. .The quotient is raised 
to the next higher multiple of l% and the result is the 
"experience factor" •15 The computation of the factor for 1949 
17 
can serve as an example: 
l6Mass. G.L. Chapter 15lA, Sec. 14(b)(5). 
17Mass. Div. of Emp. Sec., Experience Rating in 
Massachusetts in 1949, ~y, 1950, p. 2 • 
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Year 
1946-1947 
1948 
Total 
CHART IV - State Experience Factor, 1949 
Total Benefit Payments 
$ 96,493,148.89 
50,407,843.55 
$146,900,992.44 divided by 
Total Employer 
Benefit Wages 
$547,941,852.80 
322,671,773.18 
$870,613,625.98 
1949 State Experience Factor = 17% (16.87%) 
From the benefit-wage ratio and the experience f.actor the 
employer's contribution rate is determined by multiplying the 
state experience factor by the employer's benefit wage ratio 
and by raising the product to the next multiple of i of 1% 
not exceeding 2.7%. 
It is determined from the following table on the same 
line as the current state experience factor and is the rate 
appearing at the head of the lowest numbered column in which 
a percentage equal to or in excess of an employer's benefit-
wage ratio. appears. 18 For example: If an employer's benefit-
wage ratio is 50 percent and the state experience factor is 
1 percent, the contribution rate is .5 percent. 
The third factor influencing rates in Massachusetts is 
the condition of the unemployment compensation fund. It was 
18Mass. G.L. Chapter 151A, Sec. 14(b)(6). 
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State Con. rate 
Experience 
Factor (%) .5% 
1 ~50 
2 - 25 
3 17 
4 13 
5 10 
6 8 
7 7 
8 6 
9 6 
10 5 
11 5 
12 4 
13 4 
14 4 
15 3 
16 3 
17 3 
18 3 
19 3 
20 3 
21 2 
22 2 
23 2 
.24 2 
CHART V - Employers' Contribution Rate 
Con. rate Con. rate Con. rate Con. rate 
1% 1.5% 2% 2.5% 
Employers' Benefit-Wage Ratio (%) 
100 150 200 250 
50 75 100 125 
:33 50 66 83 
25 38 50 63 
20 30 40 42 
17 25 34 ~6 
14 21 29 31 
13 19 25 28 
11 16 22 25 
10 15 20 23 
9 14 18 21 
8 13 17 19 
8 12 15 18 
7 11 14 17 
7 10 13 16 
6 9 12 15 
6 9 12 14 
6 8 11 13 
5 8 11 13 
5 8 10 12 
5 7 10 11 
5 7 9 11 
"4 7 9 11 
4 6 8 10 
e 
Con. rate 
2.7% 
Benefit 
Wage 
Ratio 
in 
· excess 
of 
column 
Five 
()) 
'1 
recognized that a time might come when the benefit· reserves 
would be too low to allow further continuation of reduced 
rates. If the unemployment compensation fund should fall to a 
point less than the highest amount of benefits paid in any year 
of the past ten years the reduced rates of each employer shall 
be advancea five-tenths of one percent and 2.5 percent rate 
shall be advanced to 2.? percent. If the expenditures after 
six more months continue to be more than the highest amount 
paid, experience rating becomes inoperative and all contribu-
tions are raised to 2.? percent. 1g By December, l94g, payments 
exceeded the reserves in the fund. Approximately $115,000,000 
had been paid out and remaining reserves totaled only about 
$105,000,000. Therefore, all rates were increased five-tenths 
of one percent. As of October 1, 1950, all experience rating 
has been ended and all employers pay a contribution of 2.? 
percent. 
Assessment of Charges under Experience Rating 
The question naturally arises as to how benefit wage 
charges are apportioned. The answer is that any claimant's 
benefit wage is charged to each and. every employer who employed 
that person during the base period in which he accrued his 
benefit rights. It is often possible that the employer from 
whom the claimant becomes separated is not charged because the 
lgMass. G.L., Chapter l51A, Sec. 14(b)(6)(d). 
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separation takes place after the base period, if that employer 
did not employ the worker during the base period. Those 
(_) employers who are charged are charged in proportion to the 
amount of wages each paid to the claimant. 
The Present State of the Unemployment Fund 
It is known to almost everyone that the present state 
of the Massachusetts fund is very serious. The ratio of benefit 
claims to fund reserves is the lowest in the country. It 
almost seems as if Massachusetts and Rhode Island are having a 
race to see who goes in the "red" first. 
Labor in particular has chosen to blame the whole prin-
ciple of experience rating for the present state of the fund. 
Nothing could be farther from the truth. It is true that the 
present method of experience rating is partly at fault but it is 
only a contributing factor. Every state has some system of 
experience rating; only two are in danger. Actually the author 
feels that there are five main contributing factors to the 
present fund deficits. 
The first of these factors is the unusual industrial 
composition of Massachusetts. There is no doubt that the New 
England textile industry is in a slump. Because textiles com-
prise Massachusetts' major industry, and because this industry 
is concentrated in a few areas, large pockets of unemployment 
develop which create a tremendous problem. 20 
20All 
f.or Year 
54.7% in 1949. Director's Report 
• 10. 
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The second factor might be considered in conjunction 
with the first. This factor is that qenefit claims are inade-
quately policed. This inadequacy is partly due to loop holes 
in the law to be discussed in Chapter IV but tbe main fault 
lies with the employers. As already noted, a copy of every 
claim for benefits is sent to the discharging employer so that 
he may have an opportunity to protest if he feels the claim to 
be invalid. In 1949, only about six percent of all employers 
protested claims. However, the Division carrying on investi-
gations of claims which they considered suspect found a much 
higher percentage of such claims to be invalid. In other words, 
a great many employers have failed to protest claims which they 
knew to be invalid. Extensive use of what is known as 
"staggering" employment has been evident in Lawrence. This 
practice resulted in an increase in 1949 of 8.9% in additional 
claims over the previous year. 21 Employers simply lay off 
workers and rehire them in rotation. They work long enough so 
that they build up benefit credits enough to last them through 
their periods of unemployment. The net result is that the 
employers retain their labor market, every worker is employed 
part of the time and also has a source of funds when unemployed. 
However, such practices are a huge drain on the unemployment 
fund. There is nothing illegal in this practice so nothing can 
~e done to stop it. Still, it enables workers to continue to 
21Ibid.' p. 11. 
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receive benefits long beyond the point where they would ordin-
arily be exhausted if the ttstagger" system was not used. The 
practice actually turns the fund into a relief system and 
22 subverts the principles of u. c. 
Another c~use for the drain on the fund is the fact that 
benefits have almost doubled since 1938 when they were first 
payable. At the same time, no steps were taken to increase 
taxation in line with increased benefits. Below is a compar-
ison of benefits in 1938 and 1950 to illustrate this point. 
0 
Year 
1938 
1950 
1938 
1950 
CHART VI - Benefits 1938 and 1950 
Qualifying Earnings 
3 quarters $160 
8 quarters 240 
Flat $150 
Waiting Period 
4 weeks 
1 week 
Weekly Benefit 
Amount (Max.) 
$15 
25 
Partial Unemp. 
·same provisions 
substantially 
Duration (Max.) 
16 weeks 
., 
-
23.weeks ,6 
Dependencies 
None 
$2 (each child 
under 18) 
It is easy to see that any actuarial basis on which the 
fund might have been established was destroyed by these in-
creased benefits. 
22For a comprehensive study of the "stagger" system see 
Prof. Walter Galenson, A Report on Unemployment Com~ensation 
Benefit Costs in Massachusetts, Massachusetts Divis~on of Em-
ployment Secur~ty, August, 1950. pp. 217-245. 
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The law provides that if 
in any six months period the amount paid in bene-
fits ••• has exceeded the income or the reserves ••• 
are in serious danger of depletion, the Director 
'may' announce a modified scale of benefits ••• or 
other changes ••• necessary to maintain the reserves 
of said fu,nd.23 
The Director's action {please note) is discretionary. There is 
no mandate to reduce benefits when a certain figure is reached.· 
The law leaves the Director as the sole judge of the solvency 
of the fund.. Thus far, the Director has taken no act ion. It 
is not the author's intent- to impugne the motives of the pres-
ent or any other Director, he merely wishes to emphasize that 
benefits ~b:oald be reduced automatically if the necessity arises. 
It is better that all eligible claimants receive their rightful 
benefits, reduced though they may oe, than to receive no bene-
fits because there are no funds with which to pay them •. 
The last two factors contributing to the present state 
of the fund are a direct result of the present experience 
rating provisions of the law. The author does not intend to 
quarrel with the principle of experience rating, the pooled 
fund or the benefit-wage ratio for.mula. Experience rating with 
its provisions for employer incentives is basically sound~ The 
pooled tund is easy to administer and nation-wide experience 
has illustrated that the formula is as good as any and superior 
to such systems which use the payroll decline formula. 
One basic difficulty presently inherent in the 
23Mass. G. L. Chapter 151A, Sec. 32. 
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Massachusetts system is that it provides for no penalty rates 
for employers with very poor employment records. The old 
Federal Committee on.Economic Security based its reco~enda­
tions for a 2.7% tax on the premise that it was the minimum 
' 
allowable for tbe retention of an actuarially sound fund. The 
average rate of contributions has been far below that ~igure. 
Below·are the average rates paid by all employers with reduced 
rates since 1942. 24 Rated employers, incidentally compri~ed 
82% of all employers in 1949. 
CHART VII 
Average Contribution Rates--Rated Employers 1942-1949 
Year 
1942 
1943 
1944 
1945 
Average Rate 
1.32 
1.08 
.72 
'. 60 
Year 
1946 
1947 
1948 
1949 
·Average Rate 
.59 
.93 
1.17 
1.29 
·The only way to maintain a 2.7% rate at any time and 
still continue experience rating is to impose taxes of over 2.7% 
on some ·employers. In other words, penalize as well as reward. 
If some employers paid more, an average of 2.7% could be main-
tained. Nine states have proven this method to be very 
2~ass. G. L. Chapter 151A, Sec. 32. 
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effective. 25 Penalty rates range from three percent in Dela-
ware and Minnesota to four percent in Maryland and Wisconsin. 
Professor Wai.ter Galenson in his recent study on Massachus.etts 
"' 
benefit costs has indic~ted future anticipated benefit payments' 
cannot be continued at a tax rate of under 2.1%. This seems to 
bear out the author's contention·that penalty rates must be 
imposed if experience rating is to be retain.ed. 26 
The fifth and last of the factors which have depleted 
the Massachusetts fund is the lack of responsiveness of the 
Massachusetts experience rating system to changes in economic 
conditions which occur over short periods of time. It has 
already been noted that in spite of the fact that funds were 
rapidly becoming depleted in 1949, many employer~ still enjoyed 
the .5% rate. Professor Galenson has made special note of the 
amazing lack of.response of the Massachusetts system. By com-
parison he points out that tax contributions in this state were 
far below the national average both during the war and after 
its termination.27 The best way to remedy this situation and 
still maintain the present formula would be to employ more var-
iable schedulea, in addition to the regular reduced rate sched-
ule and the rate schedule which is advanced 15% if the .furxi reaches 
. 
25Dept of Labor, £E• ~., p. 18. Table 5 gives all 
states' provisions. 
26Galenson,· .2£· cit., .p. 19. 
27Ibid.,.pp. 11-14. 
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certain level. The imposition of more variable schedules 
would provide for a more even rise in employer contributions in 
conjunction with the rise brought about by the benefit-wage 
ratio formula to compensate for increasing benefit payments. 
Many states use a number of variable schedules. The state with 
the largest number being West Virginia with eight. 
Summarization 
The author has attempted to explain how the unemployment 
machinery in this state is financed. However,, the most import-
ant task was twofold, an eXplanation of experience rating and a 
statement of what the author believes to be the basic factors 
which have brought about the present difficulties in the benefit 
fund. It must be stressed that no single factor can be fully 
blamed. Industry is inclined to blame benefits. Yet Connect-
icut with benefits as liberal as those of Massachusetts has a 
huge fund surplus and Michigan in 1942 exhausted her fund, yet 
her benefits were quite low at that time. Labor blames exper-
ience rating and again Connecticut uses experience rating and 
maintains a surplus. In addition, Michigan when her funds 
were exhausted had not yet adopted experience rating. All of 
this is by way of stressing that if any solution is to be found, 
thorough investigation must be made of every facet. The prob-
'-.) lem cannot be solved by abolishing this feature or that feature. 
Only through a thorough study of the whole financing and benefit 
system can there 'be any resolution of the present difficuities. 
';... i -.-r •: • ..;;~:- .• ~. :;- . 
:;_~·-!:' -- ;;-·;~;£"'i.gy.:;c .. 
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CHAPTER IV 
THE ADEQ,UACY OF THE MASSACHIJsETTS PROGRAM 
By its very name, it is evident that unemplot.ment com-
pensation is intended to be of social .vaJ.ilS• . ;, Its social 
utility lies in the fact that it acts as both an aid to the 
general economy and to the individual who needs assistance by 
reason of his ·unemployment. , It is the purpose of employment 
security to serve two basic social functions. The first basic 
function is that . of providing a clearing house through which 
the worker can acquaint himself with available job opportun-
ities and thus to reenter employment at the earliest date · 
possible. The second function is a necessary adjunct to the 
first. That is that the state must provide the best possible 
security for the worker between his periods of employment. 
Any analysis of the actual social utility of the system 
is rendered difficult because of the necessity of considering 
social aims in the light of the ability of adminstering them 
efficiently. Both social utility and administrative efficiency 
are prime factors. It is quite conceivable for an agency to be 
smoothly administered and at the same time to be performing a 
negligible social service. On the other hand, it is quite 
possible to conceive ·a program of social service so broad in 
its scope that, in spite of its commendable aims, it is 
impossible to administer. Thus, it is impossible to divorce 
the two factors. 
Another difficulty must also be considered. The pay-
ment of unemployment compensation was originally conceived as 
an aid to the unemployed betwe.en peniods of employment. It 
was designed for the use of those persons legitimately in the 
labor market. It was not designed for those persons outside 
the labor market. It was not originally conceived as a relief 
agency in the sense that it should be considered a ttdoleu. 
Its benefits were not to be considered permanent nor were they 
intended to be a substitute for employment. The conception of 
unemployment compensation was Keynsian in soope both_as a 
primer of consumer purchasing powers and as a stabilizing in-
fluence in the labor market. 1 It is the conviction of the 
author that this basic philosophy must be retained. It must be 
retained for the best interests of social utility. 
As it was already stated, two basic functions are per-
formed by unemployment compensation agencies. These may be 
summed up as the finding of jobs and the payment of benefits 
to those who have lost their jobs. This paper will concern 
itself only with the problems arising out o~ the later function. 
lThe British economist, J. M. Keynes, stressed the im-
portance of maintaining high consumer spending as a stimulant 
to depressed business conditions. He felt that the factor of 
con·sumption had been largely ignored and that too much stress 
had been placed on stimulating production through investment. 
Increased. production was, he pointed out, of no use unless there 
was a market for products. · 
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Payment of benefits has as a natural problem, the 
financing of benefit payments. This problem of finance is the 
root of all other problems in the payment of benefits. 
Three basic controversial problems exist. They are 
most adequately summed up under the headings of coverage, 
eligibility·and benefits. It is the writer's task to analyze 
each of these problems in turn applying certain basic criteria 
already -enumerated; that is, determining the extent of the 
social utility of the present system, the necessary limitation 
of social utility by administrative feasibility, and.finally 
the conformity of the present system to the original philosophy 
embodied in unemployment compensation. 
Evaluation of conditions in Massachusetts must necessar-
ily be in comparison chiefly to conditions im other states. 
This method will show not only how far Massachusetts has pro-
gressed, but also how far she can and.how far she should 
progress. 
It is the opinion of the author that Massachusetts has 
been an enlightened leader in social legislation. This state-
ment holds true in no small degree in her unemployment compen-
sation system. However, this ·should not cause the reader to 
believe that no changes are in order in. her system. It does 
not, in a few respects conform to criteria already stated. 
It has become evident that in some areas she can progress and 
that in other areas she might well. regress. 
A consideration of these probl~ms is especiallyimportant 
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at the present time, especially in New England, because of the 
growing problem of unemployment. Problems, before of only 
academic interest, have now assumed such proportions that the 
welfare of thousands rest.s on their intelligent. solution. 
Covera;ge 
All unemployment compensation benefit payments are 
financed through a payroll tax imposed on employers. However, 
not all employers are subject, for varied reasons, to the tax. 
Those employers subject to the tax are classified as being 
covereQ.. The prob'lem of coverage is one of pri±Da.ry concern 
both to employers and to employees. It is of concern to the 
employer because it is he who bears the ·burden of the tax. But 
the base of the whole problem of coverage is the fact. that an 
employee is not eligible· for unemployment benefits unless he 
has worked in covered employment. 
Some 95,114 employers were subject to the Massachusetts 
law as of June 30, 1949. 2 These employers employed approxi-
mately 1,500,000 workers in the year.previous to that date. 
While 1,500,000 workers are a large percentage of_the total 
employed, a great many were outside the protection afforded by 
u. c. 
To be of maximum social value, the law should ideally 
2Division of Employment Security. Director.' s Report for 
the Year Ending June 30,.1949, p. 18. 
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tax all employers. This is administratively impossible. 
There are a number of provisions affecting an employer's 
liability to the tax." Primary qualifications are the number of 
workers employed and the length of time for which they are 
employed. These qualifications vary throughout the states. 
In almost all states they were originally designed to conform 
with the provisions of Title IX of the Federal Social Security 
Act of 1935, 3 which was the basis for 'the establishment of the 
fifty-one state unemployment compensation systems now existing. 
Since then, however, many states have expanded their provisions. 
Title IX provided for a· payroll tax on all employers of eight 
or more persons, such persons being employed for twenty days, 
each day being in a different calendar week. 
Massachusetts has s.ince provided that employers of only 
one or more for a period of thirteen weeks (not necessarily 
consecutive) should be subject to the tax. 4 In all, twenty-
nine states have expanded their coverage provisions over that of 
the federal law. 5 Several states have resorted to other 
coverage procedures. A few have provided for employment of one 
3Internal Revenue Code, ·Chapter 9, Subchapter C (Federal 
Unemployment Tax Act). See sections 1600-1607. 
4chapter 151A of the General Laws, Section 6(a) Amended 
1941, C85, Section 1. 
5u.s. Dept. of Labor, Bureau of Employment Security, 
Comparison of State Unemployment Insurance Laws as of September, 
1949, p. 1. Future ff. --Dept. of Labor, ££• cit • 
.. Jo.. 
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or more as the onl~ condition and have sensibly done away with 
time qualifications- 6 Outside of qualifications concerned with 
minimum numbers of 'workers and minimum :periods of time, eight 
states have additional stipulations that :payrolls must total a 
certain amount before they become taxable. Those amounts range 
from $500 in Oregon to $75 in Idaho. Six states have :provided 
for alternative :provisions such as that of Kansas which ordin-
arily :provides for coverage in cases .'inyolving eight workers 
for twenty weeks. Its alternative :provisions :provide for 
coverage of employment if twenty-five are employed for one 
7 
week. 
In analysing which employments are covered as a general 
rule, one may safely conclude that Massachusetts ranks at least 
in the top third. However, the thirteen week :provision might 
easily be omitted. Many, :particularly those con~erned with the 
col.lection of taxes, have :pointed out the tremendous loss of 
tax funds resultant from this :provision. ~o far, efforts. to 
change the statute have been to no avail. The ramifications of 
the :problem can be seen when one realizes that one of the 
state's largest businesses, the yacation industry, largely 
escapes the law. Workers in the building trades are also badly 
hit by the twenty week :provision. The experience of other 
6Alaska, D. C·., Hawaii, Maryland., Pennsylvania, 
uiashington. 
7ne:pt. of Labor, £E• cmt., Table 1, size of firms covered 
p.2. This table :provides a coDi:prehensive :picture of the major 
coverage :provisions-in relation to size of firms, etc., in all 
51 jurisdictions. 
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states has shown that such business can be covered. To lessen 
any administrative difficulties, some type of added payroll 
condition might be added. Omission of this provision would 
add to the benefit fund a great deal of revenue and, more im-
portant, would greatly expand the protection of the law to the 
employee now axcluded. It should be noted, however, that at the 
present time, employing units not otherwise covered may elect 
coverage provided that their employees perform services defined 
as employment under the terms of the law. 8 
Employee~Employer Relationships 
Another factor in the determination of coverage is 
deciding just what constitutes an employer-employee r~lation­
ship. In other words, is the fellow who paints your house your 
employee? It is obvious that under the general terms of.the law 
a worker considered to be an employee is a factor in the deter-
mination of an employer's tax contribution. This employer-
employee relationship is often extremely difficult to determine. 
Because of the difficulty of determination, many states do not 
attempt to define the word, employee. Oth~r states define it 
generally as "contract.for hiren. Still others fall back on the 
old common law "master-servant" relationship as a factor in the 
determination of coverage. Massachusetts has stuck its neck out 
and has legally defined the term, employee as ttany individual 
employed by any employer subject to this chapter and, in 
BG. L. Chapter 151A, Sec. 10, 11, 12. 
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emplo~~ent, subject thereto.n9 This legal definition is 
obviou~ly a generalization. MOst states consider a service 
. perfor*ed employment unless one or more of three conditions 
exist: 
(1) the worker 'is free from control or direction 
of the performance of his work under his contract 
of service and in fact; (2) the service is outside 
the usual course of business for which it is per-
formed; (3) the individual is customarily engaged 
in an independent trade, occupation, profession or 
business.lD . ·. 
Mas·sachusetts sensibly uses the first of these tbree 
tests. 1 This test is preferred by many states and, by· its 
nature not only excludes independent contractors but allows 
maximun coverage of all others. Tbe :rirst test : would exclude 
such persons as delivery men., salesmen, etc., and t-he .third·. 
could conceivably exclude a large percentage of those engaged in 
the bu lding trades. Massachusetts has done well with employ-
ment ii spite of the difficulty ·in definition. 
S'peci:fically Excluded Areas 
Massachusetts, like almost every state, specifically 
excludes a great many areas of employment from coverage, 
througt the subterfuge of exempting them from the term, employ-
ment:, 1nd, therefore, from benefits. In general, the exclusions 
9G. L. Chap.t.er 151A, Sec. l(h). 
10 . Dept. of Labor, ££• cit., p. 5. See also Table 3, p. 6, 
which shows method of determining employer-employee relationship 
used b~ all states. 
1 G. L. Chapter 151A, Sec. 2. 
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have followed the provisions of tbe Federal Unemployment Tax 
Act.l2 Many of the exclusions are made for valid reasons, some 
for, reasons at one time valid, ·and some for reasons which appeal 
somewhat arbitrary. ·while this state has largely improved its 
status regarding specific e·xclusions tbere is room for much 
improvement. Many of the pres_ent exclusions preclude any com-
pensation benefits in critical areas and in many of tbem, diffi-
culty of administration cannot be validly cited as an explana-
tion for them. An analysis of the significant provisions 
follows: 
1. ;Agricultural Labor 
All states have generally accepted as a. part of their 
laws the provisions of the Federal Unemployment Tax Act regard-
ing agricultural employment.13 Its definition virtually ex-
cludes any type of employment remotely connected with farming. 
Foutteen states, including Massachusetts, attempt no statutory 
definition. Thirty-five other states specify what types of 
agricultural employment shall be excluded from coverage, these 
exclusions being substantially the· same as those of the federal 
law. Of the fifteen states without statutory definition, nine 
have no general definitions but rule on the individual facts of 
14 
each case. Massachusetts and five ·others,l5 have regulatory 
12chapter 9, subchapter c, Sec. 1607(c) (1-14). 
13Ibid., Sec. 1607, Sub-Sec. 
l~laska, Kansas, Ky., Montana, Nev., N.C., Texas, 
Vermont, West Virginia. 
15calif., Connecticut, N.J., R.I., Tennessee. 
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definitions which are used as a basis for interpretation. 
California's regulations, because of her farm migrant problem, 
are necessarily very liberal. 
It appears that the provisions of both the federal and 
most of the state laws (including Massachusetts) are remarkably 
backward. They have overlooked completely the fact that farming 
is no longer a small individualized profession. It has often 
become big business involving machines, large sums of money and 
office managerial techniques~ It is apparent that it is almost 
,. 
impossible to determine just what constitutes a taxable wage in 
the case of the hired hand where hour conditions are uncertain 
and board is often a factor in the wage. However, why the laws 
exclude the packers, processors, office help, etc., many of them 
unionized, is hard to understand. Massachusetts can at least 
say that she has taken these factors into consideration by 
regulation if not be statutes. However, these regulations have 
not proved themselves to be a solution by any means. As yet, 
only one body, the District of Columbia, has taken agriculture 
from its list of excluded employments. The District being an 
urban area, this move was probably on protest of the pruners of 
the cherry trees. 
Whether it is possible to cover all types of agricultural 
employment, is still to be determined but even if it is not 
feasible in all areas, it seems very possible to cover at least 
the workers whose duties are not primarily involved in actual 
farming. 
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2. Domestic Service 
Domestic service is excluded by the federal law and 
fifty of the state laws. ,Such service is almost tmpossible to 
cover adequately because of the extreme difficulty of computing 
taxable wages. New York bas made an attempt to cover workers 
in private homes but even here the provisions of the law 
virtually exclude most domestic workers. The New York law only 
covers homes employing at least four workers for at least 15 
days in any one year. At the present time, coverage in this 
field would not seem advisable. There would be a great deal of 
administrative dif:t:iculty and there would be a negligible in-
crease in social utility due to the small number of persons 
affected. · 
3. Family Employment 
All states but one exclude family employment because of 
its extreme informality. This type of employment usually refers 
to family aid in the management of small retail enterprises. 
Only Wisconsin has been courageous enough to attempt to apply 
the nmaster-servant" doctrine to a husband and wife. 
4. Non-profit Organizations 
Two types of .so-called non-profit organizations should 
~e considered here. The first of these are the organizations 
4lt ordinarily exempt from the income tax provisions of section 101 
of the Internal Revenue Code. SUch organizations include labor 
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unions, banks, fraternal organizations, etc. The federal gov-
ernment, Massachusetts and thirty others of the state govern-
ments exempt part-time employers from coverage under certain 
conditions. 15 Vlhile these exemptions adversely affect a very 
small number of workers, .there is no valid reason for their 
original adoption or for their retention. 
The other types of organization, actually the only ones 
literally non-profit, are those such as churches, schools, 
colleges, and charitable foundations.l7 They are totally 
exempt from coverage under every law but Hawaii's. Its law 
provides for coverage of all employees of non-profit organiza-
tions except members of religious orders and ministers of the 
Gospe1. 18 It is the writer's opinion that the inclusion of 
employees of such organizations is a progressive step. At the 
present time, there are large numbers of people in this state 
who would be completely without protection if suddenly unem-
ployed. Of course, it can be argued that expansion into these 
areas would substantially cut into funds intended for a social 
purpose, but it should be remembered that job security: is also 
a social purpose. 
15see Internal Revenue Code, Subchapter o, Sec. O(c) 
(10) (A-E) and G. L. Chapter 15lA, Sec. 5(j). 
17Such organizations are defined completely in G. L. 
Chapter l5lA, Sec. 5(g) • 
1Bnept. of Labor, QE• £!i., p. 10 • 
. ~.' "'" ·.<:<--
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5. Student Workers 
Three classes of students are ordinarily exempt from 
coverage. The first of these are students in the service of a 
non-profit educational institution. Massachusetts is among the 
29 states having such provision. 19 The second class includes 
student nurses and internes. In this instance, Mas.sachusetts 
and 29 other states again have exclusive provisions. 20 The 
third class excludes students in cooperative training.programs 
and those engaged in vacation employment. 21 The third class 
is obviously excluded for purposes of consistency, for in order 
to be eligible for benefits the claimant must be available for 
full time employment. Obviously, students who are returning to 
school are not within that category. 
6. State, Federal and Municipal Employees 
At first glance, one would suppose that State, Federal 
and Municipal employees are exempt from coverage because 
bureaucrats aren't really employed. However, State, Federal and 
Municipal workers were originally excluded from cover~ge due to 
constitutional provisions. The states have never been able to 
tax the federal government or its instrumentalities. 22 On the 
-- ...... II 
19~. cit. 
20Loc. ~., see also Table 4, p. 9, for significant 
exclusion~ 
21G. L. Chapter 151A, Sec. 7(a, b). 
22By reason of the McCulloch vs. Maryland decision. 
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other hand, the.federal government, at the time of the drafting 
of the Social Security Act, believed that it could not tax the 
states or their instrumentalities. It has since been ruled that 
the federal government can tax the states. However, the ex-
cluding provisions of.the Federal Unemployment Tax Act have 
never been changed. Therefore, neither state, municipal, or 
federal employees are covered· by the federal payroll tax. 
The st&tes, it should be noted, can tax their own or 
municipal employees. However, since the custom was to follow 
the lead of the federal government, they did not do so. There-
fore, a vast area of employment has been left uncovered, at 
least here in Massachusetts. State employees alone number 
almost 28,000. Some states have taken cognizance of the problem 
among them are New York and Wisconsin. Altogether, nine states 
make some provision.23 Massachusett~ should take .some action · 
to eliminate this pr.oblem. Civil service and other employees 
of the state and local governments can be covered without any 
administrative difficulty. In addition, the federal government 
should tax itself and allow the states to tax the vast number 
of federal employees. Ironically, the only state employees 
which could not be covered by state action would be the workers 
of the Division of Employment Security itself since their wages 
are paid by the federal government. 24 
Texas, 
23nept. of Labor,~· cit., p. 11. Wisconsin, New York, 
Arizona, Kentucky,J[aryland, Nevada, Tenn., California. 
24social Security Act. Title III. 
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7. Maritime Workers 
Originally, the Federal Unemployment Tax Act excluded 
all maritime employees, due to supposed constitutional restric-
tions. However, the Act was amended in 1946 to permit federal 
coverage. 25 Most states now cover maritime employment. 26 
sachusetts now covers all vessels over ·ten tons. 27 
I 
Summary on Coverage 
pro-Massachusetts provisions, on the whole, arejquite 
gressive. However, it is apparent that some chan s are in 
I 
order. First, the thirteen week clause should lone away 
! 
wit4. Secondly, several of the provisions of : 1 Unemploy-
1 • 
I 
ment Tax Act should be done away with. Coverage ,ould be ex-
tended to more agricultural laborers, employees of lnon-profit 
organ,izations, and to federal, state and municipal 1 employees. 
Extension of coverage over these groups presents 
istrative difficulties. Extension is of social ne 
great admin-
No 
depletion of the benefit fund would result increased 
coverage will b~ing a compar~tive increase in tax enue. 
Eligibility 
In order to be eligible for unemployment b 
the Massachusetts law, the worker must conform 
25Dept. of Labor, ££· cit., p. 10. See 
quoted) in comparison to subchapter C, Sec. 1607 
fits under 
basic 
26Naturally, inland states are not concerned. 
27G. L. Chapter 151A) Sec. 6(c). 
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standards. He first must have worked in covered employment 
at some time· in the year previous to his unemployment (base 
period) and, second, he must conform to all the regulations 
governing his initial and continued eligibility which are 
additional to covered employment provisions. Conditions defin-
ing eligibility have been liable to more controversy than any 
other facet of unemployment compensation. Many provisions 
both of initial an<t continued qualification ·have been the sub-
jects of violent dispute. Even where issues are clear cut, 
disagreement is prevalent. No appreciaQle administrative prob-
lems are involved in the eligibility controversy. The basic 
question is whether the fundamental conditions now gov~rning 
the determining of eligibility are socially desirable. Please 
bear in mind that one of the assumptions adopted in this paper 
is that benefits are not to be considered as a substitute for 
employment and also that benefits are intended primarily as an 
aid to members of the labor market legitimately unemployed. 
Any conditions governing eligibility must uphold these prin-
ciples. Discussion of each basic issue will follow in turn. 
Registration 
All states require initial registration by benefits 
claimants as well as weekly registrations thereafter. 28 Regis-
tration is simply a statement of unemployment and desire for 
28G. L. Chapter 151A, Sec. 24(c). 
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future employment. Therefore, the purpose of such registration 
is to provide a check on the whereabouts and availability of 
the claimant for work. Some feel that weekly registration is 
unnecessary and tb.at failure to register should not result in 
loss of benefits for the week involved. However, since the 
claimant is assumed to be looking for work, and since he must 
be willing to work to retain his eligibility, registration 
serves the purpose of determining whether he fulfills these 
requirements. If nothing else, registration, forces the 
malingerer to cash his benefit check at a Massachusetts rather 
than a Florida beach. 
Ability to Work 
Every state requires that the applicant be physically 
and mentally able to engage in employment. Some feel that 
one's inability to accept employment should not affect his 
eligibility. However, any change in the present regulations 
would be contrary to the philosophy that benefits be paid only 
to workers between periods of employment. For those outside 
this definition, four states have temporary disability insur-
ance.29 The writer will not discuss this insurance except to 
29California, New Jersey, New York, Rhode Island, 
These are "cash sicknessn plans not to be confused with Work-
men's Compensation. Such a plan was introduced in the 1949 
session of the Massachusetts General Court but was defeated. 
It is conceived to provide benefits for workers suffering from 
non-occupational injuries. Much of the research on this sub-ject has been completed by the Advisory Council of the Massa-
chusetts Division of Employment Security of which both Professo 
Lambie of Harvard and Dean Sutcliffe of B. U. were once members 
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say that he strongly favors it. Six other states have incor-
porated another device. 30 It provides that a claimant other-
wise ineligible because of a disability or illness shall not 
be considered ineligible if, during the period of his dis-
ability, suitable employment is not available. 31 
The Waiting Period 
AgaiD;, all states use the waiting period. The waiting 
period is the length of time after registration for benefits 
during which the claimant is ineligible for benefits. It is 
an entirely necessary device and serves several functions. The 
purpose of the waiting period is to allow time for investigatio~ 
of claims, to discourage malingering, to save the administrative 
costs in the payment of vast numbers of small clai.ms, and to 
avoid frittering away the fund on periods of unemployment of 
very short duration. The length of the waiting period is more 
or less uniform in every state. In Massachusetts, and in almost 
every other, the period is one week. Only four states have a 
longer period. 32 
Controversial Causes for Disqualification 
Vihile failure to serve a waiting period, failure to prove 
ability to work, or failure to register are grounds for 
30Idaho, Maryland, Montana, Nevada, Tennessee, Vermont. 
3lnept. of Labor, ££• cit., p. 64. 
32conn~cticut, Georgia, Montana, Wisconsin. 
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disqualification from unemployment compensation, they are minor 
causes for the refusal of benefits. There are four other 
grounds for disqualification which are much more common and 
much more controversial: these four grounds are, refusal of 
suitable work, labor disputes, voluntarily leaving work, and 
discharge for misconduct. Of these, labor dispute disquali-
fications have been the root of most of the controversies. A 
great many compensation claims have been disputed both by the 
state and by previous employers on these four grounds. A very 
important question to be considered is, how will the claimant·' s 
eligibility be affected if one of the four irregularities is 
present? To put it another way; what penalties of a disqual-
ifying nature will be imposed? Let us consider each of the · 
four cases in turn. 
1. Refusal of Suitable Work 
The administrative problem of defining nsuitable employ-
menta is enormous. It is a very simple task to map out general-
ized criteria to determine suitable employment, but the problem 
becomes difficult in application. Usually accepted standards 
are, 
••• the degree of risk to a claimant's health, safety 
or morals; his physical fitness and prior tr~ining, 
experience and earnings; tbe length of his unemploy-
ment and his prospects for securing local work in his 
customary occupation; and the3~istance of the avail-able work from his residence. 
33nept. of Labor, ££· cit., p. 75. 
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These standards are easily seen to be very general and, at the 
same time, designed to be all inclusive. All states, including 
Massachusetts have similar standards. 34 The difficulty in 
using them is that their generality leaves a great many loop-
holes. While it is sociologically and psychologically desirable 
that proper employment be found for the worker, the vagueness of 
present standards aids the plans of the malingerer immeasurably. 
While general standards defining suitable employment are 
the same, penalties for refusing to accept suitable work vary 
widely. 35 Every state provides for some sort of disqualifying 
penalty for refusing to apply for, or refusal to accept suitable 
' 
work. Penal ties are of two general types·; the first being the 
postponement of weekly benefits, the second being the reduction 
or cancellation of benefits. The for.mer of these two penalties 
may again be subdivided into three general types, postponement: 
(1) for a specified number of weeks; (2) for a variable number 
of weeks; (3) for the duration of unemployment. Note that in 
each of these three methods, accrued benefit rights are not 
cancelled. Thirteen states use the first method, twenty-seven 
the second, and twelve the third. Seventeen states use these 
two types of penalties (i.e. postponement, cancellation) in · 
comb ina t ion. 
34G. L. Chapter 151A, Sec. 25(c). 
35Dept. of Labor, op. cit., p. 76, see Table Z6 for a 
listing of states and their methods of disqualification. 
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Massachusetts uses the combination method allowing far 
the discretionary postponement of benefits for the week in 
which the refusal occurs ~nd for a period of one to four weeks 
thereafter and an optional imposition of benefit cancellation 
for an additional one to four weeks. In case of refusal of 
work offered by the last employer or any employer of the prev-
ious year all uncharged benefit rights from such employers are 
cancelled; that is, the employee loses any benefit rights which 
he has built up by virtue of that employment. Because of the 
before-mentioned difficulty in determining suitable employment 
and because of a worker's natural reluctance to step down the 
economic scale, Massachusetts' flexible penalties seem well 
founded. Leniency is permitted without denuding the state of 
the power to step on. the flagr~nt offender. 
One federal standard is imposed on all states by the 
Federal Unemployment Tax Act which, in effec~, forbids penalties 
for refusal to work because of conditions adversely affecting 
the bargaining position of labor. 36 
2. Labor Disputes 
The most violent of the controversies is centered around 
the problem of labor disputes. The very term, labor dispute, 
is difficult to define, particularly in regard to lockouts and 
36Ibid., pp. 74-75. Compare pertinent sections of 
Fed.eral Unemployment Tax Act, here quoted, with G. L. Chapter 
151A, Sec. 25(c) (1-3). 
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strikes. Here is an example of one of the basic problems. 
It is obvious that a striking worker is voluntarily unemployed. 
But is a person unemployed due to a lockout voluntarily out of 
work? The United States Dept. of Labor thinks not. In a 
letter dated November 25, 1949 entitled "SUmmary of Proposed 
Federal Legislative .Amendments to Unemployment Insurance", 
the following appeared: 38 "Because unemployment due to 
'lockouts' is involuntary, unemployment due to a lockout would 
not be subject to disqualification ••• u 
Nine states apparently subscribe to this viewpoint for 
they specifically exempt lockouts from their disqualifying 
provisions. 3~ Organized labor has repeatedly tried to incor-
porate such provisions in the Massachusetts law but has thus 
far failed. The author fails to see the reason for allowing 
lockout benefits. First, it must be assumed that an employer 
uses the lockout because of a labor dispute. Since two parties 
must be involved in a dispute, it follows that the employees 
have taken some voluntary action. Any voluntary employee action 
thus precludes any concept of involuntary employment. Second, 
the interference of the state has traditionally been impartial, 
37Massachusetts does not define the term. 
3B.Excerpt appeared in an article entitled ••More Federal 
Standards for state u. c. Lawsn, by William Baroody in American 
Economic Security, Vol. VII, No. 1, Jan.-Feb., 1950, U.S. 
Chamber of Commerce. 
39Arkansas, Connecticut, Kentu~ky, Minnesota, Mississippi 
New Hampshire, Ohio, Pennsylvania, West Virginia. 
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taking the form of mediation, arbitration, etc., and as a 
bulwark against unfair labor practices. Payment of lockout or 
strike benefits through unemployment compensation would, in 
actuality, be subsidization of one side. 
However, some payments are justified where strikes are 
in progress. Five states40 have provisions which might well be 
emulated by Massachusetts. These five states provide for bene-
fit payments, in cases where the employer is guilty of a viola-
tion of a state or federal labor law, or where working con-
ditions are sub-standard or where a contract has been violated, 
and a strike is in progress as a result. 
However, ·in most instances, the author fails to see the 
logic in the payment of strike benefits as the c.I.O. ha~ 
repeatedly advocated. 41 Since the employer's alone pay for 
benefits, they would, in actuality be paying their workers 
while on strike. In addition, they might suffer additional 
penalties due to increased taxes because of what then must be 
considered poor employment records. 
Three tests are usually applied to determine whether a 
pe.rson is involved directly in a strike and his unemployment is 
due directly to his participation in a strike. If any one of 
these three tests apply, the worker is disqualified. 42 They are 
tion. 
40Arizona, Arkansas, Montana, New Hampshire, Utah. 
41see Resolution No. 13.adopted at the 1948 CIO .conven-
42Dept of. Labor, .QE.• cit;, p. 78. Table 27 also shows 
duration of disqualification provisions. 
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listed below together with tbe number of states using them: 
1) Participation in a dispute (42 states) 
2) Fin~cing a dispute (31) 
3) Directly interested in dispute (41) 
Most states use more than one of these.tests. Massa-
chusetts uses all three. 
3. Voluntarily Leaving Work 
Another common cause for disqualification is the volun-
tary leaving of one's employment. In cases involving what is 
known as a "~oluntary quit" the states provide that the employe 
must have good cause to avoid disqualification. Good cause is 
usually construed to mean fault on the part of the employer, 
in the case of Massachusetts, "good cause attributable to the 
employing unit or its agent ••• -n43 Many states are quite 
specific in defining standards but in this state it is a matter 
of the Director's discretion. In states where action is dis-
cretionary, attempts have been made to define adequate stan-
dards.44 There are many types of good cause ranging from 
unsuitable collective bargaining conditions to prospects of 
obtaining other employment. The Director and his subordinates 
often find it difficult to determine the facts in many individ-
ual cases. 
43G. L. Chapter 151A, 24(c) (1). 
44Bureau of Employment Security, Social Security Board.,· 
Principles Underlying Disqualification from Benefits in u.c., 
pp, 4~50. Gives comprehensive treatment of whole subject of 
voluntary· leaving. 
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However, determining of just cause is not the primary 
issue in cases of this nature. The basic point of controversy 
is found in prescribing the penalties to be imposed when good 
cause is found not to be present. Some states are inclined to 
be lenient while other states feel quite strongly on the issue. 
Among these latter states is Massachusetts. All states provide 
for some penalty; Massachusetts provides for full disqualifica-
tion from benefits for the duration of unemployment.. (Accrued 
benefits are not forfeited but merely withheld.) Nine other 
states have similar provisions. Seventeen states disqualify 
for specified number of weeks, twenty-five states for a var-
iable number of weeks. In seventeen other states, the dis-
qualifications affect the employee not only in the period im-
mediately following his quit but in subsequent periods of un-
45 employment. 
Too much leniency in disqualification provisions leads, 
in many cases, to malingering. Many persons develop the habit 
of working for a period, and then vacationing at the expense of 
the government. Bear in mind the term, "Uncle Sugar" is not 
the exclusive property of the Europeans. The provisions of the 
Massachusetts law are reasonably effective in discouraging this 
practice. On the othe.r hand, if penalties are·too harsh, the 
worker who leaves his employment for what he believes good 
cause is often the sufferer. This state, since its interpreta-
tions have been very liberal, has, ·in the opinion of the author 
45nept. of L~bor, ££· cit., p. 70, Table 24. 
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resorted to the best compromise possible. 
4. Discharge for Misconduct 
Here is another controversial problem, for opportunities 
for malingering and .»paid vacationsn are again present. 
Disqualifying provisions for misconduct are somewhat 
similar to those relating to voluntary quits. However, there 
is a prevalent opinion that penaities should vary in accordance 
with the nature of the misconduct. This can be seen by the 
fact that fourteen states have disqualifications for a speci-
fied number of weeks, thirty-two disqualify for a variable 
period of time and only six for tbe duration of unemployment. 
Here in Massachusetts, the disqualification is in effect for 
the duration of unemployment. The law thus makes no attempt to 
grade misconduct. One example may suffice to illustrate this 
point. Carelessness is usually considered to be misconduct. 
However, in most cases, it cannot be considered on the same 
level as embezzlement which is not only misconduct but a felony. 
Employers, in addition, might ~ispute a claim on the grounds of 
carelessness, when, in reality, the fault is ineptness rather·, 
than carelessness and as such not. classifiable as misconduct. 
The Massachusetts law needs some revision both in providing for 
varied penalties and a more complete statuatory definition of 
misconduct. As the law now stands, misconduct is only defined 
in terms of uwillful disregard" and "deliberate misconduct.n46 
46G. L. Chapter 15lA, Sec. 25(c) (2). 
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However, care must be exercised for the same reasons discussed 
in cases of voluntary quitting. 
e·· Summary on Eligibility 
To summarize, eligibility for unemployment compensation 
benefits is certified to the worker after he has registered, 
served a one week waiting period and indicated his. ability to 
work. 
However, the worker can be rendered ineligible either 
when he first presents his claim or while he is receiving 
benefits. There are four main disqualifying provisions. 
First, he must accept suitable employment. .The diffi-
culty of administratively defining suitable employment has been 
pointed out. The flexible penalties in the Massachusetts law 
have been described as the best possible. 
Second, labor disputes have been shown to be a subject 
of heated argument. The author's complete agreement with the 
present stand in this state against strike and lockout benefits 
have been expressed. 
It has aiso been shown that there is a great danger of 
malingering present if the disqualification provisions governin€ 
voluntary quits and discharge for misconduct are laxly admin-
istered. It is felt that a worker who leaves work without just 
cause should, as the law provides be completely disqualified. 
On the other hand, the Massachusetts law regarding penalties 
for misconduct should be made flexible to conform to the degree 
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of misconduct. 
It is socially desireable to maintain a system of un-
employment compensation through which benefits are dispersed 
only to those legitimately unemployed. Although the Common-
wealth's present system is not perfect, it comes near to 
attaining that end. 
The various ramifications resultant from the conditions 
governing eligibility and disqualifications from eligibility 
have been discussed primarily for one reason. Unemployment has 
been increasi-ng rapidly,- especially in Massachusetts. The 
state has found itself paying out more than it takes in. The 
unemplpyment fund is not only dwindling, it is in danger of 
'· 
extinction. Unnecessary benefit payments in the past have 
depleted the fund. Strict adherence to the principle that only 
the genuinely unemploy.ed member of ·the labor market is entitled 
to benefits is one way of stemming the downward movement of the 
benefit fund. It is against 'all pri~ciples of social welfare 
that the malingerer, the shirker, the social parasite be 
allowed to reap the benefits of those for whom they were in-
tended. Of course, those not in the labor market are sometimes 
in need of assistance, but other agencies have been established 
for their use. 
The problem discussed above is not applicable to too 
large a degree in Massachusetts. However, this state has not 
escap·ed(:it entirely. Any deviation from the present provisions 
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of the law (except for suggestions presented under the title 
headings) would increase the danger to the basic philosophy of 
the present system. 
Benefits 
While there are varying provisions regarding coverage and 
eligibility among the states, they appear almost uniform com-
pared to all the varying benefit provisions of the laws. This 
is due primarily to the fact that no ~ederal standards setting 
a floor on benefits were incorporated in the Social Security 
Act. 
Two opposing philosophies are apparent when.any discus-
sion of unemployment benefit provisions arises. One group be-
lieves that benefits should be raised as high as the economy 
will allow. They argue that the unemployed worker must be 
allowed an adequate living standard while out of work. The 
other group insists that benefits must be kept below average 
wage scales so that it will not be to the workea:-'s financial 
advantage not to work. Both arguments, of 'course, are valid and 
should not be considered diametrically opposed to one another. 
In the writer's opinion, Massachusetts has effected a reasonable 
compromise between the two philosophies. Benefits are adequate 
enough, for the most 1>art, to insure·a living.standard, but are, 
~ at the same time, not.conducive to a life of ease. 
· However, some provisions of _the benefit system in Massa-
chusetts can be improved upon. Experience in other states 
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shows that there are no grounds for opposing such improvements 
the grounds of administrative feasibility. 
While ,the author feels that the suggestions for liberal-
izing present benefit provisions which will appear below are bf 
social . va.lua and. importane~ , and will not sabotage any phil-
osophi~al belief, he is opposed to any liberalization at the 
resent time. As has already been pointed out, unemployment 
insurance is now in danger· of insolvency. The fund is so low 
that it will probably be necessary to impose a lower scale of 
benefits as is provided by law. 47 One cannot go·~into the 
reasons for the present state of the fund here except to say 
that its present condition could have been brought about by a 
number of factors such as too low a payroll tax, the use of 
experie~ce rating or a tolerance of malingering when the fund 
s plentiful. Since the author is neither willing nor able to 
suggest a solution to the present financial problem, he must 
content himself with a discussion of the social utility of the 
provisions and with an expression of the hope that the 
inancial condition of the fund may soon permit some improve-
t. 
Before discussing the actual benefit provisions of the 
ssachusetts law; it is first necessary to consider some 
factors which are actually addition~l determinants of 
4?G. L .. , Chapter 151A, Sec. 32. 
•. 
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eligibility. They are discussed under the heading of benefits 
because they are, in addition, closely related to the computa-
tion of benefits. It is impossibl~ to consider benefit 
provisions without taking these factors into consideration. 
The Base Period48 
In all states a worker's benefit rights are determined· 
by his job experience in a past period of time in covered 
employment called the "base period .. 11 That is, his benefits are 
computed solely on the basis of his earnings in that time period 
The primary purpose of the base period is to determine whether a 
worker.is in the labor market and, therefore, eligible for 
benefits~ In 50 of the 51 jurisdictions, a base period of.one 
year is observed. In Missouri, the base period is two years. 
Two main methods of determining on what date the base 
~eriod will begin and end are in use at the present time. 
One type of base period is called the 11 uniform 11 and is the 
type used in Massachusettso The uniform base period begins and 
ends on a legally set date and the date of the filing of an un-
employment claim has no effect on it. The base period in this 
state begins on January 1 of each year. The other type of base 
period called the 11 individua1 11 begins and ends on the date in 
which a claim is filed. For example: if a claim is made on 
July 1 of a year and the base period is one year, then the 
48Dept. of Labor, Qa· cit., pps. 38, 39, 42. Table 13, 
~· 44. This section gives a complete picture of the workings 
of base periods and benefit years. 
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beginning and ending dates are July 1 and June 30 of the 
previous year. 
-- Qualifying wVages or Employment49 
~Vhile the base period sets the time in which qualifica-
tions can be met, standards in terms of wages and employment, 
must be met. These standards are the :primary means now in use 
of determining whether the worker is in the labor market. Some 
such standards are necessary to the basic philosophy behind u.c. 
Two basic tests are used to determine a worker's attachment to 
the labor market, the length of time he has worked and the 
wages he has earned. 
Time Worked 
Four states require that the claimant must have worked 
for some specified number of weeks. Ten other states require 
that the worker's earnings be spread into more than one-quarter 
{3 month period) of the base :period. Massachusetts has no such 
provisions. 1fhile there might be some validity to the laws 
governing time worked, there is also much to be said against 
them. SUch laws are discriminatory toward the seasonal worker, 
the worker in the building trades, the summer employee, etc. 
There is much that is socially undesirable about them. 
Wages 
Wages are, to the author's mind, a better way of 
49nept. of Labor, op. cit.~ :pp. 42, 43, 45. These pages 
explain var1ous examples or q~irication procedures, in several 
states. 
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determining a claimant's attachment to the labor market. Some 
states have ev9lved formulae by which they arrive at a qualify-
ing wage. The qualifying wage ls determined by multiplying the 
. 50 
weekly benefit amount to which th8 claimant is entitled by ,; 
. I 
some fixed amount. For example: the minimum weekly amount in 
New York is $10; the_ multiple used is 30. The formula is; 
30 x $10 or $300 which is the qualifying wage. The method used 
by Massachusetts, among other s.tates however, is to set a flat 
qualifying wage. 
A basic so.cial problem is deciding just what the qual-
ifying wage should be. Some standards are necessary. The 
qualifying wage should n~t'be too high nor too low. The $20 
minimum in Missouri and $600 minimum in Washington are good 
examples.of extremes. Twenty-seven states require a higher 
qualifying wage t:tian Massachusett~ •. 51 _ . ., 
This might seem 'indicative that this state's provisions 
are very liberal. However, one might wonder if they are too 
liberal. One who makes only $150 might be considered as rather 
a doubtful part of the labor force. The author's opinion is 
that Massachusetts might easily raise her qualifications some-
what to weed out some of those whose place .. in the labor market 
is questionable. 
gives 
50To be· explaine~ below. 
5lnept. of Labor, ~· cit., p. 46. Table 14. The table 
the wage and employment qualifications of all states. 
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The State Benefit Provisions 
Any discussion of the liberality of Massachusetts bene~ 
fits must take into consideration their four fundamental parts, 
the minimum and maximum weekly benefit amounts, the duration of 
benefit payments, the provisions for partial benefits and the 
provisions for dependency allotments. On the whol~,Massachu­
setts' position in· regard to all four parts is relatively 
better than the position of most other states. However, there 
is room for improvement in some areas which will be pointed out. 
1. The Weekly Benefit Amount52 
The place of the Commonwealth must be measured in terms 
Qf both maximum and minimum benefits. All the state laws con-
tain some formula for the computation of weekly benefits with 
some specified maximum and/or minimum level. These formulae 
vary greatly, but in general they are conceived to provide 
weekly benefits in proportion to past earnings. 
All formulae are applied to the worker·' s earnings in the 
base period. As a general rule, his weekly benefit amount is 
large or small depending on the amount ·ot those earnings. 
Forty-one of the states including Massachusetts, base their 
formulae on wages which the employee has received in the highest 
·~- 52nept. of Labor, £E.· cit., pp. 49-51. See also Table 
16' p. 52. 
.. 
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quarter (three month period) of his base period. Since the 
worker's wages are the greatest in this quarter, they are under-
stood to indicate most clearly full time work. Weekly benefit 
amounts are usually computed by dividing the high quarter earn-
ing by some fraction. This fraction ranges from 1/26 in six 
states to 1/17 in Ohio. The fraction 1/26 thus would bring 
about a lower weekly benefit rate than 1/17. The Massachusetts 
law does not provide for the use of any specific fraction for 
the computation of weekly benefits. Instead, it uses a table. 53 
However, the weekly benefit rates provided for in the table 
approximate 1/20 of high quarter earnings. The resultant weekly 
payments compare very favorably with those made in other sec-
tions of the country. 
Of the ten jurisdictions not using the above methods 
eight compute benefits on the basis of the annual wage of the 
base period and the other two use th'e average weekly wage in 
their computations.· 
Minimum penefit allotments per week range from a high of 
$15 in Oregon to a low of fifty cents in Missouri. While a few 
states allow the minimum benefits to be fixed solely by the 
formula, others set a floor.on the benefits. Massachusetts' 
minimum benefit is $6. Since her minimum possible quarterly 
wage is $37.50 her actual minimum payment would be a little over 
a dollar in extreme cases. While a $6 minimum seems very low, 
< 
it must be remembered that such a benefit is based on extremely 
low earnings during the previous base period. 
5~G. L. Chapter 151A, Sec. 29(a).-
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The person· with tbe $6.00 rate is actually on the. fringe of the 
labor market. However, Massachusetts could, with little diffi-
culty, weight the table now used to benefit the lower paid 
worker. Eighteen states now follow this practice. 
In relation to other states, Massachusetts ranks very 
high in the payment of maximum benefits. She is one of the 
twenty-three states with a maximUm of $25.00. Only two states, 
N Y k d '1''. • h h. gh . dl> 54 . ew or an -u,~scons~n, ave a ~ er max~um w26.00. Th~s 
high maximum rate is due, as was stated before, to the liberal 
benefit for.mula in use. 
2. Duration of Benefits 
The Massachusetts law provides that a worker may receive 
weekly benefits for a maximum period of twenty-three weeks. 
This length of time can. be considered very liberal. This state 
is one of the twenty-two tba t provide for a maximum duration of 
at least twenty weeks. Thirteen states it is true, have longer 
durations but of tbe se thirteen, only the maximum of Wisconsin 
exceeds twenty-six weeks. The state law provides that "total 
benefits shall total thirty percent of the total wages earned 
in the base period .£!: twenty-three times the weekly benefit 
rate whichever is the lesser. 55 Recently, a great many groups, 
particularly in labor have urged that benefits be paid for at 
~ 5~igures here discussed are ex~lusive of dependency 
allowance. 
55 G:. L. Chapter 151A, Sec. 30. 
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least twenty-six weeks. They feel that by. extending the dura·-
tion of benefit payments substantially less claimants will have 
exhausted their benefit rights before they have secured new 
employment. The facts seem to indicate that the problem cannot 
be solved in this way. Actually the majority of those who 
exhause their benefits are persons whose prior earnings are not 
enough to allow them benefits for even the maxi~um of twenty-
three weeks. Only thirty percent of those filing claims .since 
1946 have been potentially eligibie for more than twenty-one 
weeks of benefits. 
In addition, this thirty percent accounted for only 
fifteen percent of the total exhausted claims. 56 In other words 
only a very small percentage of those Whose claims are. ex-
hausted would be affected by an extension of benefit duration. 
Why are there so few claimants whose potential benefit duration 
is so short? Two important reasons are evident. The first of 
these are the relatively low monetary eligibility requirements. 
It is obviously foolish to try to spread thirty percent of $150 
over twenty-three weeks. The second and important reason is 
that in most instances only those persons whose earnings in the 
base period entitle them to weekly benefits of $25.00 are able 
to obtain benefits for the full twenty-three weeks. If. it is 
necessary to increase the benefit duration of those whose base 
56Galenson, ££• cit., see pp. 46-55 and pp. 300-335 tor 
a thorough analysis of this problem. 
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period earnings are very low, the best way to' accomplish this 
purpose is by allowing benefit payments of ~ifty or sixty per-
cent of base period ea~nings rather than the present thirty 
percent. However, the author is not sU.re that this would be a 
wise step. It would seem that all such a measure would accomp-
lish would be to1 increase the percentage of benefits paid to 
doubtful members of the labor market. 
3. Partial Unemployment 
Every state except Montana provides for some benefits for 
those who are ·partially unemployed. In general, Massachusetts' 
provisions for payment of partial benefits are the same as 
those of other states. One's parti~l benefits are based on his 
weekly benefit amount if ~otally unemployed, less the. amounts 
earned during that week. 5? Several states have a liberal pro-
vision which this state should adopt. They provide that an 
I 
allowance ranging from two to six dollars be allowed the claim-
ant before part-time earnings are deducted from the weekly 
benefit. Such provisions are.helpful because they encourage 
the person unable to find full-time employment to seek part-time 
work. In such cases a saving is act~ally afforded the benefit 
fund. 
4. Dependency Allotments 
~ Only eleven states provide for dependency allotments and 
5 ?G.L. Chapter 151A, Sec. 30. {A person's earnings in the 
base period must total at least $1,916 to entitle him to maximum 
total benefits for 3/10 of $1,916 is $5?5.) 
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Massachusetts is among them. Its law has two very commendable 
features and it also has weak ones. It is unique in that it 
places no limitation on the number of dependents for whom 
allotments can be claimed. 58 It is also unique because allot-
ments are additional to tbe usual benefits. In. all other states 
having allotment provisions, potential benefits are reduced~ 59 
However, only $2.00 are allowed per dependent~ hardly an ade-
quate sum. Also the only persons classified as dependents are 
children u~der eighteen. · No provision is made for the dependent 
parent or spouse. 
Summary on Benefits · 
In summation, we see that Massachusetts' provisions for 
the payment of benefits, although in need of some eventual 
revisions, are, at least, comparatively liberal. The state's 
actual benefit provisions are probably as high as can be estab-
lished without allowing benefits ·to become a substitute for 
ear~ings. Weekly benefits are high although more aid should 
be given the low income worker. Provisions govern·ing partial 
benefits need only slight modifica~ions. The good features of 
the dependency allotment prov~sions tend to balance its poorer 
featur~s. However, it must be reiterated that any liberaliza-
tion of present benefit provisions must be postponed until the 
financial condition of the fund has improved. Any drastic 
58G. L. Chapter 151A, Sec. 29(b). 
59G. L. Chapter 151A, Sec. 29(c). 
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upward revision of the benefit provisiorrs of the present law to 
increase its social utility could conceivably de~eat that end 
in that the tax load would become so great that employer fraud, 
di~uting of claims by employers, lower wages, and finally, the 
taxing of employees would be the ·outcome. 60 
The Problem of Exhausted Benefits 
Because of increasing unemployment, more and more people 
find that they have exhausted their benefits and still have no 
job prospects. During periods of relatively full employment, 
this problem is not prevalent because periods of unemployment 
rarely last more than a few weeks. The author's .opinion is that 
the only practical solution is to set up emplo~ent programs 
similar to the W .P.A. to absorb workers where benefits are ex-
hausted. Unemployment usually indicates depression. Consumer 
purchasing power must be retained to fight depressions. W.P.A. 
programs would not only supplement purchasing power but would 
increase productivity. 
Of course., it can be argued that W.P.A. programs are much 
more expensive in their operation than unemployment compensation 
This, it must be conceded, is true. 
.·r-
However, it is more expen-
sive in the long run to let u.c. degenerate into a relief pro-
gram because it has no concrete end result except the possible 
60Dept. of Labor, op. cit., see Table 19, p. 56, for an 
explanation of various dependency provisions. 
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SUmmarization 
Let us now reconsider the three main problems which have 
been discussed. In reconsidering them it is necessary to ke~p 
in mind that they must be analysed in the light of their social 
utility, their administrative feasibility and finally their 
adherence' to the original philosophy embodied in unemplojment 
compensation. 
The first basic problem was in connection with the 
coverage provisions of the law. It was found that only those 
working in covered employment were eligible for.unemployment 
benefits. It was, therefore, socially desirable to provide for 
the broadest coverage possible. There was no financial problem 
involved in t~ extension of coverage because increased benefit 
payments resultant of an extension of coverage would be auto-
matically balanced by increased tax revenue. Therefore, the 
only block to the extensio~ of coverage was the difficulty in-
volved in administration. This difficulty was due primarily to 
the fact that the fund is financed by payroll taxes and such a 
tax procedure is complicated by the determination of what 
actually institutes wages. Another administrative difficulty 
61While Comparison of State Unem~loyment Insurance Laws 
as of Sept. 1949 was referred to extens1vely in foot.notes, 
Handbook of State Unemployment Insurance Laws was of great use 
to the author. The former book was used in footnotes because 
of the co·rrelation of its material. The latter book is rec-
ommended for more complete digests of the provisions of the 
various state laws. 
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was the inability of one governmental jurisdiction to tax 
another jurisdiction. 
The final conclus.ion on the Massachusetts provisions was 
that coverage provisions were gen~rally broad. However, it was 
found that coverage was u~necessarily ltmited by the fact that 
only those employing workers for at least thirteen weeks were 
covered. The thirteen weeks provision was not necess~ry on any 
grounds. It was also found that a large area of employment was 
arbitrarily exempted from coverage partly on the ground of ad-
ministrative diff.icul ty and partly on no apparent grounds. 
Coverage in these areas should be exten~ed to include state and 
municipal employees, employees of non-profit institutions and 
some types of. agricultural workers. 
The next problem considered was that of eligibility. It 
was found tba t it was admi:r;Listratively necessary to impose three 
basic conditions on the cla~ant seeking eligibility. It is 
. . 
necessary for t~e worker to register, serve a waiting period 
and establish his ability t 6 work. · However, the basic problems 
were not those establishing eligibi~ity, but ·those problems 
connected with the disqualifications· from benefits. It was the 
ultimate conclusion that the four main causes for disqualifica-
tion from benefits, refusal of suitable work, labor disputes, 
voluntarily quitting work, and discharge for misconduct were 
necessary for the best interest of the basic philosophy. of U.C. 
It was shown that U .c. should not become a substitute for 
employment. Any substantial change in the basic conditions 
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governing disqualifications would.tend to subvert tbe whole 
system. 
The third and final problem considered was that of bene-
fits. We found the four main parts of the benefit program were 
of high social utility. However, it was found that the formula 
defining tbe weekly benefit amount should be weighted in favor 
of the low income worker. Vlhile the provisions governing 
partial benefits and dependency allotments were of definite 
social value, need of revision was evident too. The problem of 
setting benefits so that a minimum living standard is assured 
while, at tbe same time, setting them at a level discouraging 
malingering was· pointed out. Finally, it was necessary to stresE 
the twin problems of increasing exhausted benefits and decreas-
ing benefit fund reserves. 
The writer has tried to discuss briefly but co~rehen­
sively the problems connected with what he considers the primary 
controversies. The writer has attempted to point out both the 
good points and shortcomings of unemployment insurance in this 
state, and also the problems of· reconciling administration and 
social utility. An attempt was made to point out tne dangers 
ever present in allowing the program to deteriorate -into a 
substitute for employment. 
'. 
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CHAPTER V 
·CONCLUSIONS 
Before. stating his final conclusions on tbe overall 
efficiency, utility, and financial condition of unemployment 
compensation in t.he Commonwealth, the author would like to 
reiterate his thesis. That· is, that when all factors are con-
sidered, the program in Massachusetts appears in a most favor-
able light. Bearing this thesis in mind. let us again examine 
the various aspects of the program and the reasons why the 
author feels that his thesis is substantiated. 
The first matter to be discussed was that of the admin-
istrative organization of tbe Division of Employment Security. 
An effort was made to show the extremely close conformity of 
the organization of the Division with widely acknowledged prin-
ciples of sound administration. The author, in outlining· his 
own preferences in regard to administrative principles mentioned 
those of integrated commanu, coordination, and control, proper 
allocation of line and staff functions, and a generous use of 
auxiliary and research agencies. It is hoped that ample evidencE 
of conformation to those principles was shown. 
For the purpose of re-examining the Division's admin-
istration, let us divide it into three major parts, control, 
line, and staf·f. It is unnecessary to again give a· detailed 
. ··~{:.;. 
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description of each of the three major parts rather than just 
their high points. 
Control is in tbe hands of a single Director with the: 
powe.r to delegate his duties to subordinates. Sound managerial 
techniques are embodied in this system since experience has 
proven the single-headed organization the most effective. How-
ever, commission types of control are sometimes desirable. 
Since the need of some type of commission direction was evident 
in the Division, the Advisory Council and Board of Review were 
established to perform long range policy making, consultative 
and quasi-judicial functions. Since these two bodies act in~ 
dependently of the Director, the advantages of both systems of 
control are exploited while their disadvantages are erased. 
The line functions of the Division are those which are 
charged with the responsibility of fulfilling the agency's basic 
aim, the payment of benefit claims. 
Line functions may roughly be divided into two parts with 
two basic purposes, contributions and wage records, charged with 
collection of taxes, and claims processing and claims payment, 
the duty of which it is to administer claim~. 
We have examined the workings of contributions and wage 
records in some detail. It is now only necessary to emphasize 
again that every care is taken to insure maximUm. tax collection 
e while also assuring fair treatment to contributing employers. 
To insure these ends, an elaborate system of checks and reports 
has bee.n devised. 
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Claims processing and payment is also administered in 
the same efficient manner, care is taken to provide that only 
those workers which· the law says are deserving receive unemploy-
ment benefits. In addition, it has been pointed out that work-
ers whose claims are adjudged valid are not subjected to need-
less delay. Massachusetts' record in promptly paying benefit 
claims has been shown to be better than the national average. 
The third part to be reviewed is that of staff operation. 
Not only has Massachusetts recognized the need of separating 
line.and staff operation but it has further divided its staff 
services into distinct units, and all functions are generally 
classified into what conform to either auxiliary or technical 
services. 
Auxiliary services fall into four groups, budgeting, 
. financing, property, or personnel. We, therefore, dis cover in 
these groups, parts devoted to budgeting and auditing, central-
ized purchasing, maintenance, and the hiring and placement of 
employees. Separate units to perform all these functions have 
long been considered necessary. 
We also find four basic technical services, research, 
legal work, training, and information. Thus a separate unit 
exists, not only for research and litigation, but also for the 
very important purposes of service training and good public 
relations. 
t[hat then are the author's final conclusions regarding 
the administration of unemployment compensation? They are 
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simply that a better and more efficient organization cculd 
hardly be devised. 
A second aspect of the Massachusetts system examined was 
that of.its adequacy in sociological terms. An attempt was 
made to measure the system in tbe light of tbe law's coverage, 
eligibility, and benefit provisions. Some shortcomings were 
discovered and deliberately stressed. However, care was taken 
to also emphasize what the author considers to be the .highlights 
of the Massachusetts law. 
Consider first the coverage provisions of Chapter 151A. 
What businesses· were covered were shown to be very important 
. . .
because those not working in covered employment wer~ not eli-
gible for unemployment benefits. It was pointed out that the 
original coverage provisions of the Massachusetts.law and the 
laws of the other states were designed to conform with the pro-
visions of Title IX of the Social Security Act. However, since 
that time, Massachusetts has vastl~ expanded its coverage pro-
visions. Its most important change was that while it originally 
covered employers of eight or more for a period·of twenty weeks, 
it now covers employers;of one or more for ~period of thirt~en 
weeks. Some shortcomings are evident. First, it is possible 
to cover employers of one or more for a period much shorter than 
thirteen weeks. In fact there seems to be 'little reason for the 
e time clause. In addition, employees in so~e areas of employment 
are specifically excluded. There seems to be no valid reason 
why some agricultural workers; employees of non-profit 
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organizations, and state and municipal workers should not be 
afforded protection. Nevertheless, it must be stressed again 
that the Commonwealth's coverage provisions are very broad. 
Conditions governing the worker's eligibility for un-
employment benefits were next discussed. In addition condi-
tions related to initial eligibility such as registration, 
ability to work, and the serving of'the waiting period, contro-
versial causes for disqualification were also considered. 
Am,.ong these were, ·refusal of suitable work, labor disputes, 
voluntarily leaving work, and discharge for misconduct. The 
author's conclusions regarding these four points were that this 
I 
state, particularly in_ regard to the fixing of penalties, bas 
handled them effectively. The only criticism, and this was 
minor, was that penalties go~erning discharge for misconduct 
were too severe. 
Next to be considered was the problem of benefits. Under 
this title additional_ eligibility conditions, namely qualifying 
wages or employment were discussed. These conditions were 
represented as important because they were the best measure of 
the worker's actual attachment to the labor market, attachment 
to the market being fundamental to the philosophy of u.c. Here 
again Massachusetts stands high. First, it applies an uncom-
... plicated test to the worker. Qualification is based on flat 
~ earnings, in the base period of $150. Second, if liberality of 
qualifying wages is to be used as a measure of tbe worth or the 
law, Massachusetts has one of the lowest qualifying wages in 
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the country. 
The various benefit provisions were then examined. It 
was discovered that our benefits in terms of weekly benefit 
amount, duration, partial unemployment, and dependency allot-
ments were very liberal. The author suggested that some changes 
were eventually in or~er, particularly in the benefit formula. 
However, he felt that no increases in benefits were advisable 
at the present time, and possibly that .de<?reases were in order. 
The final conclusions on the adequacy of the law are 
that while some changes are definitely in order, on the whole, 
the law has been outstandingly liberal. 
Let us turn now to the finances of the· system which have 
proved so embarrassing of late to the Commonwealth. The chapter 
on finance had three basic purposes, first to explain methods of 
taxation and fundamental structure, second to consider exper-
ience rating, and third to try to explain the reasons for its 
/ 
financial predicament. 
First, it was explained that Massachusetts has done well 
to· administer its law so well in view of the fact that its 
administration is so often hamstrung monetarily by the Federal 
Government. Frankly, the author feels that some other system 
should be devised. It might be better that the state provide 
its own administrative funds. 
The various methods of financing the unemployment fund 
were next explained. Here it was stressed that Massachusetts 
as well a·s almost every other state has found the pooled fund 
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the most efficient. 
Little need be said about experience rating here. It is 
perhaps enough to say that in spite of the methods used in the 
various states, all have the same result, t·o award the steady 
emplo~er with a reduced tax rate. 
The author considers the chapter's third purpose to be 
most important. Let us look again at the five reasons consid-
ered explanatory of the fund's low state. Note first, that only 
two of them can be applied to experience rating. Briefly, the 
reasons are that Massachusetts has an unusual industrial comp-
osition resulting in pockets of unemployment. Because of these 
pockets, employers not only have failed in-their share of 
policing the fund, but have conspired with their employees to 
legally subvert the purposes of the benefit system by developing 
a method of staggering unemployment. It must here be kept in 
mind that the author in advancing his thesis stated that while 
defending the Massachusetts system he would not ignore its 
shortcomings. However, in the cases cited above it should be 
'strongly emphasized that neither the law nor the administration 
are in any way at fault. 
The law is at fau~t however, in the instances below. 
First, benefits have doubled while taxes have notincreased. 
Second, the experience rating provisions of the law make the 
fund unresponsive to changes in economic conditions. Provisions 
stepping up employer contributions are not adequate and come too 
late. 
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However, it is the last of the five reasons that the 
author believes most important. That is that experience rating 
has resulted in consistently reduced rates for employers and 
loss of taxes tor the fund. These may bave been allowable at 
one time but it is apparent that increased benefits have 
destroyed any actuarial basis contributions may ever have had. 
The author does not wish to see benefits drastically reduced. 
Therefore, they must be supported by increased taxes. The best 
way to increase taxes and still retain the advantages of exper-
ience rating is to maintain ~ average tax rate of at least 
2.'7%, reduced rates being balanced by penalty rates. In this 
manner the fund can again be made financially sound. 
Briefly then, the final conclusions are these. The law 
is soundly administered in this state. In addition, the benefit 
structure is very liberal. While the financial condition of the 
fund is now at a low ebb, it can again be restored to solvency. 
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ABSTRACT OF THESIS 
The Administration of Unemployment Compensation 
in Massachusetts 
The author has chosen the administration of Unemployment 
Compensation in Massachusetts for several reasons. First it is 
a subject which has gained a great deal of publicity in recent 
months due to the unpleasant financial situation in which it 
finds itself. In addition, in spite of its publicity, the 
layman knows but little about its legal basis, administration 
and effect on the general public. Unfortunately what publicity 
it has received has tended to place it in a very unfavorable 
light. The author feels that much of the criticism it has 
received is unjustified. For that reason, his thesis is that 
Unemployment Compensation as it actually exists in this state 
is well conceived and executed. However, the paper does not 
under evaluate its shortcomings but rather to relegate tbem to 
the proper position in the whole picture. 
The paper only discusses one aspect of employment secur-
ity, that of unemployment compensation. It would be too large 
a task to at~empt to discuss also the fine work performed by 
the State in job placement. Besides giving tbe histor,r leading 
up to the pr·esent system in Massachusetts, the paper's body 
contains three other topics. These are the proces.s of 
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administration of the law, the adequacy of the system in terms 
of its social utility and finally a discussion of the financial 
strUcture of the system. 
The discussion of the Division of Employment Security not 
only is designed to explain the actual functions performed with-
' in it and their relation to each other but also the close con-
formity of these functions as they are performed and more par-
ticularly in the manner in which ~hey are organized to funda-
mental principles of public administration. To show this con-
formity, adherence to basic precepts such as command, coordina-
tion, and control are pointed out as well as such principles as 
dichotomy of line and staff, ·specialized uni~s to perform 
housekeeping and technical tasks and centralization of author-
ity. In showing the overall excellence of the administrative 
organization, tb.e paper discusses in turn, the duties of the 
Director of the Division, his associates, the Advisory Council 
and the appeal agency, the Board of Review. The line functions 
are also given in some detail from the process of tax collection 
to payment of unemployment benefits. Discussion of staff agen-
cies is in two parts, the auxiliary staff functions and the 
technical functions. 
In discussing the finances of the system, both the 
financing of the fund and the federal-state relationship en-
tailed in the financing of administration are brought to light. 
The various types. of employer funds are examined in relation to 
the collection of taxes. Experience rating, the method by 
which rewards are given to employers with stabilized employment 
.r-.-.-·- ~,-
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is considered particularly with stress on the various types of 
experience rating in effect in the several states. However, 
. the most important part of the chapter is an attempt to explain 
why the unemployment fund is now nearly insolvent. A solution 
is advanced which has as its base a drastic revision of the 
experience rating methods with a view toward returning the 
financing of the fund to an actuarial basis. 
All factors being considered, it is found that the 
sociological provisions of the law are very liberal. In reach-
ing that conclusion, three basic factors governing the law's 
adequacy are examined chiefly in comparison to the standards of 
other states and to the rather nebulous standards laid down by 
the Federal government. The three factors are coverage, eligi-
bility, and benefits. The consideration of the coverage provi-
sions revolved around what employers are covered by the law in 
relation to what employers could feasibly be covered. The pur-
pose in discussing eligibility was to determine how fair the la 
was in prescribing who could obtain unemployment benefits and 
also to discover the basic reasons for benefit disqualification 
after considering all three parts, administration, finance, and 
social utility, the ultimate finding by the author is that wh 
there is financial difficulty at present, a solution can be 
found. The author feels that the State's embarrassment can be 
e eased if it points with pride at its fine administrative organ-
ization and at the very liberal structure of the unemp).oym.ent 
compensation law. 
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